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Senate vote 
set to shift 
US-Chinese 
’ relations 

US-China trade is set for 
chaise after a Senate majority 
votedto tie human rights con- 
ditions to legislation extending 
China’s Most Favoured Nation 
status. 

■ The legislation is unlikely 
to go through, but trade rela- 
tions between the countries 
will be badly strained unless 
President George Bush now 
takes a tougher line with 
China, or Betting shows flexi- 
bility. Page 14 

Iraq embargo move 

The UN Sanctions Committee 
recommended temporary sus- 
pension of the Iraqi oQ 
embargo so Baghdad can buy 
food and medicines. How much 
money Iraq should raise was 
. not agreed. Earlier story, 

Pages 

Progress for Gorbachev 

President Mikhail Gorbachev 
reached final agreement with 
rune of the 15 Soviet republics 
on a new union treaty which 
will devolve many functions 
to the republics and trim the 
powers of central government 
The key issue of a federal taz 
re mains unresolved. Page 14 

Kuwait exports rosumo 

Kuwait is thought ready to 
start exporting crude ofi for 
the first time since Iraq’s inva- 
sion almost a year ago. 

Madagascar unrest 

Anti-government protesters 
in Madagascar occupied gov- 
ernment offices in a show of 
strength. They met no resis- 
tance from troops despite the 
state of emergency proclaimed 
by President Didier Ratsiraka. 

Jerusalem Palestinians 

PLO head Yassir Arafat said 
US secretary of state James 
Baker told Palestinian traders 
there would be no place at Mid- 
east peace talks for representa- 
tives from Arab East Jerusa- 
lem. Thorny issue. Page 3 

PhifippliMts rebel held 

A rebel Philippines officer 
tinted to bombings in Manila 
was captured after a shoot-out. 
Ariel Quemhin was the second 
renegade officer arrested 
recently. 

Pretoria bugging claim 

A leading anti-apartheid body, 
the Institute for a Democratic 
Alternative in South Africa, 
accused the De Klerk govern- 
ment of spying. Idasa said it 
had found two bugging devices 
in its Pretoria offices. 

Rad Cross man frond 

Mozambique freed a Swiss Red 
Cross man they arrested think- 
ing clothes in the charity’s 
warehouse were uniforms des- 
tined for rebels. The clothing 
aid, from Germany, consisted 
of ex-military shirts and uni- 
forms. 

Radioactivity alert 

A radioactive pollution “hot 
spot” has. been found at Bul- 
garia’s Koslodui nuclear power 
station. Last month, experts 
from the International Atomic 
Energy Agency declared the 
plant unsafe. 

Irish gun-running trial 

Irish trawler captain Adrian 
Hopkins admitted trying to 
import IRA arms into Ireland 
in 1987. He and four others 
were arrested when French 
customs officials found 150 
tonnes of arms aboard their 
vessel Hopkins will be sen- 
tenced in Dublin on Monday. 

Rig disaster segued 

Victims' relatives protested 
on hearing there would be no 
criminal prosecutions over the 
world's worst offshore acci- 
dent The Piper Alpha ofl rig 
explosion off the Scottish coast 
killed 167 people. Page 8 

Search for Bering 

Ftur Danes are heading for 
the Soviet Far East to search 
for the remains of Vitus Ber- 
ing. the 18th century Dane who 
discovered the straits separat- 
ing Siberia and Alaska. 
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Net income 
at Compaq 
tumbles 81% 
to $20m 

Compaq Computer, the US 
personal computer manufac- 
turer which has enjoyed nine 
years of spectacular growth, 
announced an 81 per cent drop 
in second quarter net income 
to $20m, compared with $104m 
in the same period last year. 
Page is 

SILVER lost 19 cents an ounce 
to close at $4,115 after figures 
for US durable goods orders 
for May were revised down- 
wards, suggesting that the US 
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India raises equity limit for foreigners to 51% 


By K.K. Stiarma In New Delhi 

INDIA yesterday virtually 
swept aside the cobweb of com- 
plex regulations on Industrial- 
isation built up over the last 40 
years, and raised the equity 
limit for foreigners in “high 
priority” Joint ventures to 51 
per cent from 40 per cent 
The new Congress govern- 
ment, in a statement to parlia- 
ment, also made it considera- 
bly easier for Indian and 
foreign companies to make 
investments without govern- 
ment approval 
Although a short list of areas 
was retained where licensing 


will still be necessary, the 
changes go for beyond any lib- 
eralisation attempted so far 
and will help the government 
considerably in discussions 
with the International Mone- 
tary Fund to obtain a long- 
term $5bn-7bn loan. 

Is the past, India has held up 
foreign investment applica- 
tions for years in a tortuous 
approval process. Last year, 
the country attracted a paltry 
$75m- 

The policy greatly dimin- 
ishes the areas In which the 
public sector will operate while 


paving the way for privatisa- 
tion of some government- 
owned units. 

Of equal importance is the 
decision to remove the limits 
on assets of industrial houses 
covered by the Monopolies and 
Restrictive Trade Practices 
Act, thereby eliminating the 
need for so called ’Targe 
monopoly houses” to get gov- 
ernment permission for mak- 
ing investments, expansions 
and mergers or takeovers. 

The large number rtf incen- 
tives to attract foreign invest- 
ment include the abolition of 


controls for joint venture part- 
ners willing to invest up to 51 
per cent of the equity in "high 
priority Industries’*. 

Consequential changes are 
to be made in the highly 
restrictive Foreign Exchange 
Regulation Act that governs 
foreign investment 

The list of industries in 
which automatic approval for 
51 per cent foreign equity and 
foreign technology agreements 
will be given is much wider 
than expected. 

The 32 industries in the list 
include metallurgical indus- 


tries, boilers and steam gener- 
ating plants, electrical equip- 
ment, various categories of 
transport. Industrial machin- 
ery. agricultural machinery 
and man y others. 

However, payment of divi- 
dends will be monitored by the 
Reserve Bank, the central 
bank, to ensure that outflows 
on account of dividend pay- 
ments are balanced by export 
earnings over a period. 

Automatic permission will 
be given for foreign technology 
agreements in ’high-priority 
areas” requiring a lump sum 


payment of up to RslOm 
($392,000) and will involve pay- 
ment of 5 per cant royalties for 
domestic sales and 8 per cent 
for exports, subject to total 
payments oT 8 per cent of sales 
over a 10-year period. 

Other foreign equity propos- 
als will continue to need prior 
government approval but they 
need not necessarily be accom- 
panied by foreign technology 
agreements. A special board is 
to be created to negotiate with 
large foreign companies and 
approve direct foreign invest- 
ment in selected areas. 


430 .its £'.“ v v« By Andrew Hill in Brussels 


Brussels tightens control 
of state aid for industry 


Pakistan admits 
CIA used local 
BCCI branches 
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might not, after all, be recover- 
ing from recession. Silver’s 
recent rise has been on the 
back of optimism about eco- 
nomic recovery. US durable 
goods. Page 4; Commodities, 
Page 24 

SIEMENS, the German electri- 
cal and electronic giant, has 
recorded an unexpectedly high 
20 per cent order increase for 
the first Titoe months of the 
current financial year. Net 
profits rose to DMlJJlhn 
($680m) from DM1.14bn over 
tiie same period last year. 

Page 15 

TETRA PAK, Swiss-based liq- 
uid parfraging group, been 

fined a record JBcu75m ($87m) 
by the European Commission 
after a lengthy investigation 
uncovered, widespread abuse 
of its do minant position in the 
EC market. Page 14 

EAST German unemployment 
will jump from last month's 
843,000, or 9^ per cent, to L2m, 
or 14 per emit, by the end of 
this year, the German Institute 

of Economic Research fore- 
casts. Page 2 

RJR NABISCO, tobacco and 
food group which was subject 
to the biggest leveraged buyout 
in the US two years ago, 
reported an after-tax profit of 
$79m in the second quarter 
of 1991, compared with a $108m 
loss a year earlier. Page 16 

HUNGARY won praise for sub- 
stantial progress in moving 
towards a market economy 
in the Paris-based OECD's first 
survey of a post-communist 
European economy. Page 2 

AUSTRALIAN Consolidated 
Minerals rejected a A$210m 
(8162.7m) cash offer from West- 
ern Mining Corporation and 
the Normandy Poseidon group, 
setting the stage for a bitter 
takeover battle. Page 15 

LAFARGE Coppee, the world’s 
second-largest cement pro- 
ducer, has won agreement to 
take a 40 per cent stake in 
state-controlled Cizkovice, one 
of Czechoslovakia's largest 
cement producers. Page 17 

TELECOMS: The UK govern- 
ment is moving ahead with 
its planned privatisation of 
a second tranche of BT shares 
scheduled for November. This 
follows a deal between the 
company, formerly British 
Telecom, and Oftel, its regula- 
tor, on opening up the telecom- 
munications market to compe- 
tition. Page 15 

GULP International Bank, 
Bahrain- based offshore bank, 
hag announced a fall in first 
half profits this year to $20.2xn 
compared with $3&5m last 
year. Page 16 

FIRST Chicago bank is to cut 
its workforce by LOO0 as part 
of a $10Qm cost reduction pro- 
gramme. Page 20 


THE European Commission is 
to tighten its control of state 
aid for the public sector across 
the Community by forcing gov- 
ernments to provide detailed 
Information on the financing of 
state-owned manufacturing 
companies. 

The regime starts at once: 
governments have to send 
copies of tiie relevant compa- 
nies' balance sheets and profit 
and loss accounts for 1989 and 
1990 to Brussels within two 
months. 

Sir Leon Brittan, the compe- 
tition commissioner, has 
pushed through the controver- 
sial measure in the face of ini- 
tial opposition from some 
member states, especially Italy 
and France, which have large 
public-sector manufacturing 
interests. They complained 
that the companies would be 
required to provide more infor- 
mation about the source of 
their finances than private 
companies. . 

Although tiie riariwinn dOBS 
not require their formal 
approval. Sir Leon wanted to 
be sure that member states 
would co-operate. Yesterday he 
praised the more resistant gov- 
ernments for their constructive 
attitude in bilateral and multi- 
lateral discussions on tiie mea- 
sure. 

“We have been able to show 
them that It. was -administra- 
tively possible and we were 
able to mate a political case 
that it was actually to their 
advantage.” he said. 

He estimated that about 
Ecul5bn ($l7bn) of EC state aid 
had been paid oat to public 
companies in the past five 
years without the Commission 
being notified - nearly 10 
times the figure for non-noti- 
fied state aid to the private sec- 
tor. 

Only Ecu5bn of the aid to 



Sir Leon Brittan: Measure “should enable the Trenhand ho continue privatisation" 


public companies was later- 
uncovered by Brussels, he said, 
and some groups were forced 
to repay subsidies long after 
they had been received. 

The Treuhand, which is 
responsible for privatisation of 
the public sector tn east Ger- 
many, will be exempt from the 
reporting requirements for 1991 
and 1992. 

A specific procedure for 
pyamhiing Treuhand aid is 
being woiked out and Sir Leon 
said: “It should enable the 
Treuhand to continue privati- 
sation effectively, but at the 


same-time provide: member, 
states with the reassurance 
that the Commission is 
involved and is in a position to 
intervene if the state aid 
involved is excessive.” 

The Treuhand is expected to 
provide some DH87bn ($21bn) 
of aid to prop up east German 
companies this year, offset by 
about DM14bn of privatisation 
proceeds. 

Yesterday’s decision will 
apply to profitable and loss- 
making state-owned manufac- 
turers with annual turnover of 
more than Ecu250m. It may be 


eztendediater to public compa- 
nies outside manufacturing 
sector. About 100-150 annual 
reports are expected, with 
some governments allowed to 
consolidate information from 

different companies. 

Member states will have to 
supply details of a range of fin- 
ancing options, including 
direct capital injections, non- 
refundable g ran ts, loans, guar- 
antees, dividends, retained 
profits and waiving of debt 
repayment Sir Leon stressed 
that EC rules on the legality of 
state aid had not changed. 


By Christina Lamb in London 

PAKISTAN’S finance minis ter 
last night admitted that local 
branches of the Bank of Credit 
and Commerce International 
may have been used for laun- 
dering money from part of the 
country's heroin trade. 

Mr Sartaj Asis also conceded 
that BCCTs branches in Pakis- 
tan may have been used to 
channel covert CIA assistance 
to the Afghan resistance as 
well as managing a multi-mill- 
ion dollar “slosh fund” used to 
reward Afghan rebel leaders 
ni riri Pakistani military officers 
coordinating the Afghan guer- 
illa movement. 

The CIA was heavily depen- 
dent on co-operation from the 
Pakistani military to supply 
vital arms to the Afghan muja- 
heddin after the Soviet Inva- 
sion of Afghanistan and 
Pakistani senior, officers are 
thought to have been rewarded 
generously through this fund. 

But Mr Aais denied allega- 
tions that a “black network” 
functioning as a global intelli- 
gence network had operated 
out of the branch in Karachi, 
home city of Mr Akbar Hassan 
Abedi, BCCTs founder. 

Tm not aware of any such 
activities ” he said in a tele- 
phone Interview with the 
Financial Times, adding "if 
this kind of thing was happen- 
ing I would know. I have not 
baa a single report about such 
wrongdoing”. He insisted that 
there is no Pakistani govern- 
ment connection with BCCI 
and “any such reports are total 
fabrications.” 

1 BCCI continues to operate in 
Pakistan with a cap on with- 
drawals to prevent a run on 
the bank's deposits. But Mr 
Asis said that Pakistan's State 
Bank is investigating its activi- 
ties, adding he bad yet to see 


The Bank of England is 

gfHna tn IibaJ ftff a hntanHal 


liquidity crisis in tiie wake 
of the BCCI closure by qui- 
etly encouraging Britain’s 
biggest banks to pass on sur- 
plus cash to smaller institu- 
tions which may be faring 
heavy deposit withdrawals. 
Page 14; BCCI shutdown, 
page 6 

their report He denied any 
domestic pressures preventing 
the bank's closure but said "if 
we’d frozen the bank’s activi- 
ties we would have a serious 
crisis on our hands.” 

Asked about the bank's role 
in laundering drug money in 
Pakistan, which is a major 
world producer of heroin, Mr 
Asis said “there is drug money- 
handled by various banks. 
BCCI is not the only one - it 
was not even handling one per- 
cent of total drug money." 

He appeared to accept too 
that BCCI in Pakistan had 
been used by tire CIA to trans- 
fer money to Afghan resistance 
leaders and their backers in 
the Pakistani military. “Was 
that good or bad?” he asked, 
adding “bank**, &re there to 
transfer money and there ‘Were 
not many international banks 
they [the CIA) could have 
used.” 

Mr Asis said the Pakistan 
government had no objection 
to the bank carrying on operat- 
ing its three Pakistani 
branches. However he said the 
United Arab Emirates affiliate 
BCC(E) was considering sal- 
vaging the Pakistan branch. 
“We haven't received any for- 
mal proposal but we are 
expecting and would take a tol- 
erant attitude to one,” he said. 


Japanese may use central 
funds to rescue bank 


By Stefan Wagstyl in Tokyo 

THE JAPANESE financial 
authorities are planning to 
resort to the nation's bank 
deposit Insurance fond for the 
first time to support the rescue 
takeover of a troubled provin- 
cial bank. 

The money would help fond 
the acquisition of Toho Sogo 
Bank, a small local bank in 
western Japan, by lyo Bank, a 
larger institution in the same 
district The two banks yester- 
day announced plans to merge 
next April 

The move highlights the 
growing difficulties of Japan's 
small banks as they grapple 
with the combined impact of 
high interest rates, deregula- 
tion and turmoil in the finan- 
cial and property markets. 

Banters expect more institu- 
tions to ask for financial sup- 
port from central funds now 
that a precedent has been 
established. A Bank of Japan 
official said: “Financial institu- 
tions are faring difficult prob- 
lems. Disbursements [from the 
deposit insurance fond] would 
be one solution.” 


The Deposit Insurance Cor- 
poration, which is controlled 
jointly by the Bank of Japan 
and the Ministry of Finance, 
has funds of Y600bn ($4.4bn). 
As well as bring able to pay 
compensation to depositors in 
the event of a bank failure, the 
corporation is empowered to 
aid rescue takeovers through 
low-interest loans. The Bank of 
Japan believes there is little 
evidence Japan is heading for a 
general banking crisis in 
which the stability of a big 
bank might be questioned. 

But the disclosure that the 
latest small bank rescue will 
probably for the first time 
involve central funds is an 
inrfi nation that the authorities 
are increasingly worried about 
the fete of amaff institutions. 

Toho Sogo Bank is a local 
hant fa Shikoku, the smallest 
of the four Twain islands, and 
has deposits of Y333.1bn. It is 
one of about 60 mutual and for- 
mer mutual banks which oper- 
ate In local arras and which 
rank below regional banks in 
scale and above small local 


banks and credit co-operatives. 

Toho’s problems date back to 
tire 1970s when focal shipbuild- 
ing companies got into finan- 
cial difficulties, due to reces- 
sion and competition from 
other Asian countries. It Is a 
lender to the troubled Kurisb- 
ima Dock, which has been the 
subject of several bank-led res- 
cue plans. Toho’s bad loans 
total scene Y20bn. 

Iyo Bank is the biggest in 
Shikoku and the 20th largest 
regional bank, with deposits of 
Y2.855bn. Iyo said Toho’s port- 
folio of problem loans had not 
worsened recently hut the 
effort of carrying them was too 
much fin: one bank. 

The Bank of Japan said Iyo’s 
request for support was being 
treated “sympathetically” but 
no decision on disbursing 
funds from the deposit insur- 1 
ance fond had yet been made. 

The Deposit Insurance Cor- 
poration’s funds come from 
premiums paid by commercial 
banks and interest income on 
those premiums. It has never 
before made a disbursement 


Bank on a bank with 

MOBILITY. 

To grasp a chance or to wait for a better opportunity, to move or to stay. 
Whatever your situation, our experienced personnel means we can 
make an appropriate recommendation quickly. This has helped us 
to become one of the largest banks in Germany with a balance 
sheet total of over DM 124,5 billion. So if you’re looking for an inter- 
national business partner, bank on our mobility. 
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Philips shifts attention 
to Its profit centres 

With the sale of its 
mini-computer activi- 
ties to DEC. Philips' 
president Jan Tim- 
mer's strategy of nar- 
rowing Its sprawling 
range of activities Is 
quickly being put to 
the test 
Page 12 
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Unemployment rate of 14% predicted for end of year 


E German jobless to increase 


Rome approves EniChem business plan 


•(KJS 


By Haig Shnonlan In Milan 


By Leslie ColHt in Berlin 


UNEMPLOYMENT in east 
Germany will jump from 
843,000, or 9.5 per cent, last 
month to 1.2m, or 14 per cent, 
by the end of this year, the 
German Institute of Economic 
Research (DIW) forecast yester- 
day. 

DIW said a further 1.5m east 
Germans would be working 
short-time out of a labour force 
of 8.5m. The bleak outlook 
comes despite a stabilisation in 
output - at a low level - and 
government retraining and job- 
creation measures. 

The leading German eco- 
nomic institutes, including 
DIW, predicted last April that 
the number of unemployed in 
the east would reach 1.7m by 
the end of this year, with 2m 
people working short-time. 
This was before the extension 
of new job programmes to the 
end of December. 

DIW said its latest jobless 
forecast assumed a further 
expansion of job-creation pro- 


grammes. It also assumed that 
the number of east Germans 
working in west Germany 
would continue to increase. 

The Federal Labour Office 
estimates that more than 
350,000 east Germans have 
found employment in the west 
Nearly 80,000 easterners are 
said to be working in west Ber- 
lin alone, with industrial out- 
put expanding there by 135 per 
cent in the first four months of 
the year compared with 6 per 
cent in west Germany. 

The west Berlin-based DIW 
predicted, however, that the 
influx of easterners to the west 
could no longer be absorbed 
without a rise in west Ger- 
many's own jobless rate. 

It also warned that a perma- 
nent loss of labour to the west 
could be a serious barrier to an 
economic upswing in east Ger- 
many. The absence of skilled 
workers could slow down the 
very in vestments needed for a 
recovery. 


Meanwhile, a survey by the 
east German Institute for 
Applied Economic Research 
(IAW) indicated that economic 
recovery, despite rising unem- 
ployment, would begin next 

spring. 

After polling 285 industrial 
companies in the east, it said it 
expected a reversal of the 
downward trend this year. 

IAW said teat production in 
nearly half of the east German 
companies Queried would “bot- 
tom-out" in the second half of 
this year, 'the remaining com- 
panies said conditions would 
remain bad. But two-thirds of 
those polled expected "good" 
or "fairly good" sales by the 
end of next June, the institute 

reported. 

Nearly 17 per cent of the 
eastern companies expected to 
become profitable this year 
and two out of three companies 
believed they would be in the 
black by the mid of next year. 
• Nurses and other medical 


personnel at east Berlin's larg- 
est hospital the Charite, halted 
work for three hours yesterday 
in protest against receiving 
only 60 per cent of wages in 
west Berlin hospitals. Hie med- 
ical staff also demanded that 
their years of service be taken 
into account In fixing pay. 

The warning stoppage was 
supported by the hospital 
administration which said it 
had lost nearly a quarter of its 
staff to the west becanse of the 
payment gap. 

• David Goodhart adds from 
Bonn: Prices in east Gennany 
rose 265 per cent in June com- 
pared with the same month 
last year, the Federal Statistics 
Office in Wiesbaden says. 

In May the inerppy g was only 
14 per cent A sharp rise had 
been expected in view of the 
significant drop in prices in 
May and June 1990 and follow- 
ing the phasing out of several 
subsidies in east Gennany in 
April and May this year. 


THE Italian government 
yesterday approved the new 
business plan for Bnirhgm, the 
loss-making state-owned chem- 
icals group, bringing to an end 
weeks of uncertainty. 

Under the package agreed 
after a four-hour meeting in 
Rome, EniChem has been 
given the green light to c& 
2,800 jobs - at least 1,100 of 
them in the economically-de- 
pressed south - and invest 
more than L8,000bn ($6bn) over 


the next four years. 

The accord ends a bitter 
tug-of-war between the compa- 
ny's senior management, 
w hich has stressed the need for 
heavy job cuts and plant clo- 
sures to reduce costs and 
improve efficiency, and politi- 
cians at both national and 
local levels. 

The fact that many of the 
group’s smallest and least effi- 
cient plants are in the south, 
especially in Sardinia and 


Sicily, meant the issue of the 
new business plan was highly 
politicised from the outset. 

Waving rejected two earlier 

proposals from EniChem s 
management, the first of which 
envisaged cutting 4*800 jobs by 
1994 and reducing the 50,000 
workforce by a further 4,000 
disposals, management, minis- 
ters and trade unions have 
finally readied agreement on 
the latest diluted version. 

All three sides expressed sat- 


isfaction at the new deal yes- 
terday. Representatives of 
Italy’s three trade union con- . 

federations said the agjeem€^ 

in principle meant detailed ■ 
talks on the employment 
aspects of the business plan 
could now begin in earnest 
According to u^jeaders^ 
the agreement should allow 
the effect of job tosses to be 
cushioned by special tempo- - 
raiy lay-off schemes and eany 
retirement. 


an 


Belgium given qualified go-ahead to help Sabena 


THE European Commission yesterday 
cleared Sahwia | the ailing tolgtai atrHno, 
for take-off into a brighter financial 
future, probably in partnership with Brit- 
ish Airways or Air France, writes David 
Buchan In Brussels. 

Tim EC exe c uti ve body gave the Belgian 
government conditional approval to inject 

up to BFr35£bn (8972m) into the state- 
controlled carrier. The govern m ent can 
now get approval at Sabena’s extraordi- 
nary general assembly next Tuesday for 
(he conversion of BFrl65bn of debt into 
equity and for a straight capital increase 
of BFrlObn. 


The government also has the Commis- 
sion's go-ahead to increase the carrier's 
by a fhrtber BFriJbn if and when 
Sabena completes negotiations on a part- 
nership with BA or Air France. Mr Colin 
Marshall BA's chief executive, earlier 
this week confirmed his interest in taking 
a large stake in the airline. Any such 
partnership would, like the state aid, be 
subject to Commission scrutiny. Of the 
two suitors for its hand, Sabena is 
believed to favour BA. 

The wain conditions attached to Brus- 
sels’ approval of the Sabena aid are that 
the Belgian state give no farther aid nor 


preferential treatment to the aJrifae, and 
Shat Sabena stick to its restructuring 
plan. The government has recently 
awarded more flight slots to TEA , 
Sabena’s only real competitor in Belgium. 

Sabena’s new management has prom- 
ised to cut back employees by 25 per cart, 
and riqirnpd earlier this month that' mis 
was already having an effect. The airitee 
reported a modest operating profit for 
April, the first positive figure for 18 
months. However, after pa ymen t of a 
guaranteed dividend to the state, losses 
for the first four months of this year 
amounted to BFr2.l6bn. 


Tetra Pak: Swiss 




precision m seeing 
off its competitors 


TETRA Pak, the Swiss-based 
liquid packaging .group, “car- 
ried out a deliberate policy 
aiming to eliminate actual or 
potential competitors" in the 
EC, according to the European 
Commission, which yesterday 
imposed a record Ecu75m 
(S87m) fine on the company. 

Tetra Pate’s alleged abuse of 
its dominant position in the EC 
market included the use of 


Andrew Hill reports 
from Brussels on the 
packaging group's 
record fine 


restrictive contracts, discrimi- 
natory and predatory pricing of 
Its cartons and liquid packag- 
ing machinery, «n d even an 
exclusive contract preventing 
competitors advertising in an 

Italian milk traria jour nal 

fa some cases the restrictive 
practices dated back more than 
15 years. Tetra Pak is to fight 
the decision in the the Euro- 
pean Court of Justice. 

According to a detailed and 
damning Commission state- 
ment, Tetra Pak compelled 
users of Its packaging 
macEzies to use its cartons as 
wan, and would not issue prod- 
uct guarantees until It had 
received such commitments. 

Contracts allegedly prohib- 
ited customers from modifying 
or moving Tetra Pak machines, 
and reserved the right to main- 
tain and supply spare parts for 
all equipment. 

fa many cases the Commis- 


sion says Tetra Pak imposed a 
monthly maintenance charge 
which was reduced if the cus- 
tomer proved loyal rather 
than on the basis of the fre- 
quency of repairs. Packaging 
machines had to be rented for 
at least three years, and in 
Italy for nine years. The Com- 
mission it considered this 
"unacceptable, given the speed 
of tenhnnlngiral chang e affect- 
ing such machines”.. 

To enforce its contracts in 
Italy, Tetra Pak reserved the 
right to penalise companies up 
to 10 per cent of the initial 
rental fee or one year’s rent 

The restrictive contracts 
meant that Tetra Pak could 
vary its prices widely across 
the Community, by up to 300 
per cent for machines and as 
much as SO per cent for car- 
tons, according to the Commis- 
sion. 

The Commission riahna tha t 
in at least two member states, 
Italy and the UK, Tetra Pair’s 
aseptic products were sold at a 
loss in order to pinnfnata com- 
petition. 

Elopak - the Norwegian 
packaging group which regis- 
tered the initial com- 
plaint - was forced to close a 
new production plant in Italy 
as a result 

The Commission added that 
Tetra Pak sometimes bought 
competitors' machines to 
remove them from the market 
In 1982, one Italian milk trade 
journal allegedly committed 
itself not to carry publicity for 
any of Tetra Pair’s competitors 
for at least a year. 




Pollution I France cracks down 


found at 

Bulgarian 

N-plant 


on illegal labour 


General Norman Schwarzkopf, commander of the US-led forces in the Gulf War, 
receives the medal of Grand Officer of the Legion of Honour in France yesterday 
from Gen Maurice Schmitt He also received two kisses on the cheek. 


Commission 
discusses 
larger EC 


By David Buchan 


THE vexed issue of how and 
when to admit more countries 
to the European Community 
was yesterday discussed fa the 
European Commission, which 
is due to report next Wednes- 
day on Austria's two-year-old 
candidacy for membership. 

For (he past two years, the 
Community's executive and 
member governments have 
staved off the enlargement 
debate by declaring that they 
would not considering "widen- 
ing” the EC until they had first 
“deepened" it with a political 
and monetary union treaty. 
This ought to be negotiated 
and ratified by end-1992. 

But would-be members have 
not remained passive. Turkey 
sought membership in 1987, 
Austria lodged Its application 
two years ago, Cyprus and 
Malta a year ago, and Sweden 
on July 2. Yet the Twelve have 
continued to negotiate a closer 
union as though their number 
would stay constant. 

One of the more reticent 
Co mmiss ion members is Mr 
Jacques Delors, its president, 
who remains very wary about 
the EC faking in more neutral 
states. Others, particularly 
those from Germany, Denmark 
and the US, are more enthusi- 
astic. 

Mr Frans Andriessen, the 
Dutchman responsible for EC 
external affairs, has floated the 
idea of “affiliate membership” 
in which states could be part of 
the single EC market, currency 
union and a common foreign 
policy, but without getting a 
full vote that would bog down 
EC decision- making . 


Putting Marx back into Marxism 

Leyla Boulton on a Soviet communist reformer wedded to the party 

M R NIKOLAI STOLYAROV, a for- spacious office displays the prim luxury party and government 

mer air force colonel is some- surrounding senior party officials - in- Despite angry outbursts by many of his 
thing of a communist oddity. The eluding the g lis tenin g furniture, the pris- party colleagues, Mr Stolyarov sees “no 


A “hot spot” of radioactive 
pollution lias been found at 
Bulgaria’s troubled Kozlodui 
nuclear power plant, the state 
news agency BTA reported yes- 
terday, Reuter reports from 
Sofia. 

It said scientists monitoring 
radiation levels on Monday 
found a one-square-metre area 
of excessive radiation mea- 
sured at a pp ro xi mately 25 mil- 
HrOntgens per hour. 

"Action has been taken to 
localise the source of radiation 
and a commission has been 
appointed to find out the cause 
of the contamination, which 
will be made public,” BTA said 

The Kozlodui plant, near the 
Romanian border, was ruled 
unsafe last month by expert s 
from the International Atomic 
Energy Agency (IAEA). 

A fire broke out last week in 
one of its radioactive waste 
deposits. A separate BTA 
report earlier yesterday quoted 
safety officials at the plant as 
saying the fire did not cause 

mnfainitiiafann. 

The government has agreed 
to follow recommendations 
from international, experts and 
shut down the two oldest 
power units at Kozlodui by 
September 15. 

But it is reluctant to shut 
down the entire plant, which 
provides 40 per cent of the 
country's electricity and is val- 
ued at 85bn. 

Energy officials have 
appealed for foreign aid to 
overhaul it, an operation they 
say wffl cost around 511m. 

The European Commission 
last week a peed to grant Bul- 
garia $13m to improve safety at 
the plant over the next six 
months. 


FRANCE is cracking down on 
illegal labour as part of efforts 
to reduce unemployment, a 
senior Labour Ministry nfflrinl 
said yesterday, Reuter reports 
from Paris. 

Mr Guillaume Pepy, senior 
adviser to labour minister Mar 
tine Aubry, said the govern- 
ment would bring in legislation 
after the summer recess to 
increase penalties on people 
who employ workers without 
declaring them for tax or social 
security purposes. 

It has also ordered raids on 
several large workplaces, 
tneiuHing the site of the Euro 
Disney leisure park under con- 
struction to the east of Paris 
last month, and railway con- 
struction ■ 

The new legislation will 
make It earner to deport for- 


eigners found guilty of using 
clandestin e labour and will 
extend the authorities' power 
to confiscate employers’ goods 
and profits. 

One factor behind greater 
employment of illegal labour is 
a wave of tourists from the for- 
mer communist states of east- 
ern Europe. Many of these stay 
on after their tourist visas 
expire. 

There is currently a heated 
political debate in France 
about how to combat illegal 
immigration but Mr Pepy said 
the fight against illegally 
employed workers was wider 

than this. 

French unemployment rose 
52,200 to a record high of 
2,688^00 in May and figures for 
June, due tomorrow, are expect 
ted to show a similar big jump. 
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Yugoslav leaders to 
meet EC on crisis 
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By David Buchan in Brussels, Laura Sflber fn Belgrade, 
and George Graham in Paris 


tan disc 


M R NIKOLAI STOLYAROV, a for- 
mer air force colonel is some- 
thing of a communist oddity. The 
chairman of the Russian Communist 
Party’s obscurely-named Control Commis- 
sion, he is the only liberal in the hardline 
party’s leadership. Despite the party’s loss 
of popularity, this ambitious 44-year-old is 
still tying his political future to its rebirth. 

Having swapped his colonel’s uniform 
for the hushed splendour of a senior party 
post last year, Mr Stolyarov believes the 
fate of the Communist Party of the Soviet 
Union could be decided at the meeting of 
its central committee which starts today. 

“There was a tradition in the years of 
stagnation [under President Leonid Brezh- 
nev! of calling this or that plenum his- 
toric ... but 1 believe this one wQI go down 
in the history of the party as a special 
plenum,” he said. 

Mr Stolyarov, also a member of the 
Soviet central committee, will be backing 
to the hilt the controversial new “social 
democratic" programme to be proposed by 
Mr Mikhail Gorbachev in his capacity as 
the party’s secretary-general 
On Mr Stolyarov's bookshelves, a book 
os modem social democracy and a tome 
on marketing stand alongside the collected 
works of Marx, Lenin, and Gorbachev. His 


spacious office displays the prim luxury 
surrounding senior party officials - in- 
cluding the glistening furniture, the pris- 
tine carpet, and a lengthy meeting table 
bristling with sharpened pencils. 

Although many liberals have already 
left the party or are thinking of leaving it, 
Mr Stolyarov is staying on, hoping that 
the party will shed its hardliners, rather 
than more “democrats”. 

Another former air force colonel Mr 
Alexander Rutskol now Russian President 
Boris Yeltsin's vice-president, is already 
preparing to set up an alternative to the 
Russian Communist Party within the par- 


ent Soviet party. Although he disagrees 
with these attempts, Mr Stolyarov claims 
that as long as he remains chai rm an of the 
Control Co mmissi on - responsible among 
other things for party discipline - he will 
resist calls to expel Mr Rutskol 

Mr Stolyarov believes that Mr Ivan 
Polozkov, the bead of the Russian Commu- 
nist Party, often seen as a hardline stan- 
dard bearer, is a “sincere man”. 

"Unfortunately the forces upon which 
Polozkov is relying want to draw us back 
to the past,” be says. In his view, the main 
reason for the difficult progress of peres- 
troika has been Mr Gorbachev’s reluctance 
swiftly to remove the old guard from the 


party and government 

Despite angry outbursts by many of his 
party colleagues, Mr Stolyarov sees “no 
need to dramatise” the decree by Mr Yelt- 
sin banning communist party cells from 
all factories, farms and local councils. “We 
will just have to get used to canvassing 
people at their homes," be shrugs. 

If the communist party Is to shed most 
of its ideological baggage however, what 
will differentiate it from any ordinary 
social democratic party? For Mr Stolyarov, 
the answer is clear. He takes out a book by 
Rosa Luxemburg, the early Marxist revolu- 
tionary, and points to a tum-of-the-century 
reference to the “stagnation of Marxism”. 

“My supporters and l are trying to 
return to Marx - but not as an absolute 
truth or dogma,” he says, explaining that 
Karl Marx gave mankind a “tool for ana- 
lysing social developments". 

He also says the party has unique expe- 
rience of managing the country and has 
learned the mistakes of its misrule better 
than others. But if it does not reform itself 
into a parliamentary party, it will be 
doomed to "barracks socialism” with no 
future in society. In that case, he too will 
have to leave. 

"I won’t stay in a party which has no 
future. I have only one life.” 


Albanians call for 
aid from west 


Albanian leaders yesterday 
appealed for aid from the west 
to help prevent a repeat of last 
March's exodus of some 24,000 
would-be refugees. Reuter 
reports from Rome. 

President Ramiz Alia and 
Prime Minister Ylli Bufi made 
the appeal daring a visit to the 
Albanian wi pital, Tirana, by an 
Italian minister seeking to 
arrange the repatriation of 
more than 10,000 of the refu- 
gees who fled by sea to Italy. 

Immigration Minister Mar- 
gerita Boniver arrived in 
Tirana after a deadline set by 
her government for the refu- 
gees to find jobs, obtain politi- 
cal asylum or face deportation. 

“We’re not the ones who 
sent the refugees. We must 
revitalise our economy to pre- 
vent any other waves of refu- 
gees," the Italian news agency 
ANSA quoted Mr Alia as tell- 
ing visiting reporters during 
Ms Boniver’s Tirana trip. 


YUGOSLAV federal leaders 
win meet foreign minist ers of 
the 12 European Community 
states in Brussels on Monday 
to discuss the country’s crisis. 

Mr Ante Mazkovic, the Yugo- 
slav prime minister, and Mr 
Budimir Loncar, the foreign 
minister, will meet EC foreign 
ministers for what diplomats 
said was intended as an 
exchange of information. 

Mr Roland Dumas, the 
French foreign minister, said 
yesterday that France would 
look favourably on the idea of 
sending more observers or an 
EC buffer force to Yugoslavia 
if it helped to resolve the crisis. 

Mr Hans -Dietrich Genscher 
of Germany and Mr Gianni De 
Michehs of Italy proposed that 
leaders from Croatia and Slo- 
venia be invited to the talks in 
Brussels too. However, EC dip- 
lomats said most Community 
states were against such an 
invitation because it might be 
taken to confer diplomatic rec- 
ognition on the two secession- 
ist republics. 

Four Croat policemen were 
badly wounded yesterday in 
fresh clashes between Croats 


and Serbs near the region of 
Krajina in Croatia. 

Serbs fa Krajina, a self-pro- 
claimed autonomous region, 
have formed their own militia 
fa rebellion against the Croat 
government 

Fighting between Serbs and 
Croat police was reported in 
Slunj, a village fa central Croa- 
tia. Gunfire and explosions 
were also reported fa SLavon- 
ija, eastern Croatia. 

At least 30 Croat policemen 
and 10 civilians have been 
failed since Friday in riiaahwi 
fa Slavonfia. 

V i olence, which has sharply 
escalated since Croatia and 
Slovenia declared indepen- 
dence on June 25, threatens to 
spread to other et hnically 
mixed regions in the six Yugo- 
slav republics. 

But the country’s politicians 
have made no progress in 
peace talks which collapsed 
ea r lier this week. 

The 220-member federal par- 
liament yesterday appealed for 
an end to the wninpc in an 
emergency session which was 
boycotted by delegates from 
Croatia and Slovenia. 
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Commission presses for 
humanitarian aid body 


By David Buchan in Brussels 


A EUROPEAN Office for 
Humanitarian Aid should be 
created within the EC Commis- 
sion to make better, and fairer, 
use of the EcuSOOm ($928m) the 
Community spends «aph year 
in global disaster relief, the 
Commission said yesterday. 

It said it would present pre- 
cise proposals for aid reform by 
mid-October, but declared its 


strong preference for establish- 
ing a separate office. 

TOiis would have a specific 
budget that could be quickly 
replen i shed from unused. EC' 
money elsew here and the chrut 
to get from Community gov- 
ernments the military logisti- 
cal help that is increasingly 

required in Third World troofc 


OECD survey commends Hungary for a good start 


By Anthony Robinson, East Europe Editor 


Clearer road ahead 
for hauliers 


The Commission is proposing 
to end, from January 1 1993, 
limits on the number of trips 
road hauliers can make within 
the EC, Reuter reports. Under 
the proposal EC rules would 
also be tightened to ensure 
that hauliers met high safety, 

faghniftal and finani»iql rwqnjrp. 
mmtH. 


HUNGARY wins praise for 
substantial progress in reorien- 
tating its economy towards the 
market in the Organisation of 
Economic Co-operation and 
Development’s first survey of a 
post-communist European 
economy published yesterday. 

The restructuring of state- 
owned enterprises, privatisa- 
tion and a large inflow of for- 
eign direct investment have 
helped the country redirect its 
exports towards western mar- 
kets, offsetting the sharp 
decline in Comecon trade and 
permitting hard currency debt 
servicing. But the survey notes 
"difficulty In reaching macro- 
economic stability”. 

Gross domestic product is 
expected to fall by 6-8 per emit 
this year, after a 5 per cent 
drop last year, and inflation, 
which reached 29 per cent In 
1990 rose more sharply in the 
first months of this year. 


Investment has also fallen 
again and foreign debt, at more 
than 65 per cent of GDP, 
remains a heavy burden. 

The OECD report calls for 
tight monetary and fiscal poli- 
cies and an autonomous cen- 
tral bank to keep money and 
credit expansion below expec- 
ted increases in GDP. Tax- 
based incomes policy should 
also be strengthened, it says. 
But with Hungary’s inflation 
rate expected to exceed that of 
its trading partners for some 
years, the survey suggests that 
"a crawling peg for the 
exchange rate” could be an 
Alternative to firing the nomi- 
nal exchange rate. 

Mr Janos Martonyi, secre- 
tary of state at Hungary’s 
International Economic Rela- 
tions Ministry, warned yester- 
day in Paris, however, that his 
colleagues at the national bank 
disagreed with this. 


HUNGARIAN ECONOMIC TARGETS 


Real GDP 
Domestic demand 
Private consumption 
Gross fixed Investment 
Consumer prices (average) 
Export volumes 
Import volumes 
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Sourca Hungarian Wnhuy or Phmnea 


The OECD notes that Hun- 
gary had been moving away 
from central planning since 
1964 and that the pace of 
reform has quickened since 
1989. However, it points to the 


existence of large, loss-making, 
frequently Insolvent enter- 
prises with non-performing 
loans as a key problem. 

Nevertheless, Hungary’s 
demonstrated ability last year 


to shift trade away from Com- 
econ and penetrate the mar- 
kets of advanced industrial 
countries and the strong 
growth in private and joint 
venture activity suggests that 
the economy’s low productivity 
growth and rigid production 
Structure may be chang in g 

Employment in small private 
businesses rose from 7 per cent 
in 19% to between 11 and 16 
per cent last year, while 
exports to the west rose "dra- 
matically” to compensate for 
last year's 18 per cent de cline 
in exports to the Soviet Union. 

The survey also notes 
"greater transparency” fa the 
budget process of central gov- 
ernment, “substantial prog- 
ress” fa liberating prices and 
trade and the building of a 
comprehensive legal frame- 
work for privatisation. 

The report attributes Hun- 
gary's success in attracting for- 


eign investment in part to legal 

changes allowing creation of 
limited lia bility com panies and 
transformation of state-owned 
enterprises and co-operatives. 
At the end of 1990 these 
employed 20 per cent of all 
employees and accounted for 
245 of capital stock. 

Although most are small 
with a n nual turnover below 
tom , , the tamest joint stock and 
lhnited liability corporations 
own. TO per cent of corporate 
capital stock and have 
atiracted more thflu to per cent 
of foreign direct investment 

Last year there was an 85 
per cent drop fa production by 
enterprises with 50 or more 
employees and a 10.2 per cent 
drop fa heavy industry, 
aI “»te5h output rose 3.1 per 
cent in the pharmaceutical 
industry. Agricultural output 
also declined 95 per cent in 
volume. 
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Tokyo increases pressure over stock losses indemnity scandal 

Japan’s Big Four told to reveal names 
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By StsfanWagstyl in Tokyo 

JAPAN’S ®^ Four securities 
companies, which axe strug- 
gling to contain the impact of a 
wide-ranging stock market 
scandal,.-; were yesterday put 
under intense pressure from 
the Ministry of Finance to dis- 
close the. names. of clients to 
whom they had paid compensa- 
tion for trading losses. 

Mr Nobuhfko Mats u no , direc- 
tor of the ministry’s securities 
bureau, told a liaison commit, 
tee of the ministry and the rul- 
ing liberal Democratic Party 
that he had asked the brokers 
to name names in order to 
regain public confidence. 

Later, Mr Ryutaro Haahi- 
moto, the finance minister, 
said in a speech he hoped bro- 
kers would disclose names. 

The two men's comments 
came on the eve of a special 
mgpHng today of a parliamen- 
tary finance committee, which 
is due to dehate the stock mar- 
ket scandal - including the 
compensation payments and 
evidence of links between lead- 
ing brokerages and gangsters. 

The affair has already f raced, 
the resignation of securities 
company executives, including 
Mr Seteuya Tabuchi, the for- 
mer chairman of Nomura Seen- 



Mu n ya Ta buchi; fo rmer chairman <rf Momma feenrittes, and finance minister Ryutaro Hashtmoto 


rifles, the largest stockbroking 
group, and the most powerful 
man in the securities industry. 
But some politicians and 
finance ministry officials 
acknowledge that this has not 
been enough to mollify public 
anger. By pressing for the dis- 


closure of client names, they 
hope to force public apologies 
from those who received com- 
pensation as well as those who 
paid it 

The Finance Ministry has 
lists of at least 231 names, sup- 
plied on a confidential basis by 


the brokerages. But it does not 
want to publish the names 
itself, for rear at co mpro mising 
its ability in future to obtain 
such Information for regula- 
tory purposes. The ministry 
wants to. distance Itself 
from the brokers - to answer 


criticism that supervision has 
been too lax. So it is iwfawui 
pressing for the brokers to 
make the disclo su re s them- 
selves. 

But Nomura Securities yes- 
terday issued a defiant state- 
ment It repeated a comment 
from Mr Hlrieo Sakamaki, its 
new president, saying that dis- 
closing names would breach 
commercial ethics. Mr Saka- 
maki took office a wwmth fl g o 
when the previous incumbent 
resigned to take responsibility 
for the scandal. Other securi- 
ties companies also said they 
would not publish lists. 

The ruling LDP is concerned 
about the political im p ac t of 
the affair. Even though p oliti - 
cians are not directly impli- 
cated in the scandal, public 
support for the government 
has declined somewhat since 
the affair broke. 

According to a poll pub- 
lished yesterday by Jifi news 
agency, support for the cabinet 
has fallen 4J> percentage points 
to 42.6 per cent in the last 
month. The damage to Mr 
H&shimoto, a powerful party 
leader and possible future 
minister. Is reckoned to 
far greater. 
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Vehicle production US-Nomura links reviewed 

down 1.4% in Japan By Nonna Cohen, Investments Correspondent 
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By Steven Butter in Tokyo 

JAPAN’S vehicle production 
declined, by 1.4 per cent In the 
first half of the year, com- 
pared with the same period of 
1990, the Japan Automobile 
Manufacturers’ Association 
said yesterday. 

The decline, the first in four 
years, «nn« from the com- 
bined effect of week domestic 

and fnrrig n tfawiawH. Japan’s 

car makers complain that they 
are for the first time faring 
sluggish sales in each of file 
three principal markets: 
Japan, the US and Europe. 

Passenger car output was 
down by 2.1 pa emit during 
the period to 4£m units, while 


truck production rose by 9.4 
per cent to 1.7m units. 

The market’s luxury end 
was relatively strong. Sales of 
mwi with 

over 2,000cc rose 9.6 per emit 
to 873,688 units. The lower end 
was also robust at 44M63 
units, up 17.4 per cent, for cars 
of 660cc or less. The mainstay 
of file market - cars with 
engine displacement under 
2,000cc - dropped by 6 per 
cent to units. 

Weak sales continued into 
June, which maria the fourth 
straight month of yearon-year 
decline. 
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THE US’s largest public 
pension fund is reviewing its 
contract with Nomura Securi- 
ties’ fond management atm fol- 
lowing revelations of the firm's 
improprieties in the Japanese 
securities markets. 

The California Public 
Retirement System 
i), which has assets of 
8631m. has put Nomura Capital 
Management on probation, 
said Mr DeWitt Bowman, chief 
investment officer. 

“Its a formal notification 
that we are concerned about 
the relationship," Mr Bowman 
Hid, adding that the fond bad 
been pleased with returns 
earned on its Japanese portfo- 
lio. Nomura has been miked to 
appear before Calpers trustees 


at their n«rt board meeting in 
August to answer questions 
about the firm’s activities. 

In a simitar move, the Illin- 
ois Municipal Retirement Sys- 
tem. with SSbn in assets, has 
also asked Nomura Capital 
Management to ex plain its 
activities to the trustees at 
their next meeting In August 

Nomura has been manag in g 
a portfolio of 8380m in Asian 
equities for Calpers, and a 
8131m portfolio for the Illinois 
Municipal Retirement System. 

Mr Bowman said the resigna- 
tions of Nomura’s chairman 
and vice-chairman had not 
been «nffi*-k»nt to reassure the 
ftmd that sharp practices bad 
ceased. 

He said that beyond receiv- 


ing dataiki of Nomura’s moves 
to halt shady practices, Calpers 
was concerned about tire new 
regulatory environment the 
Japanese stock markets are 
likely to operate in. 

Mr Bowman said Nomura 

had frown nsfcud to wr plaln In 

writing the steps it has taken 
to ensure it has severed all 
Hnfcv with gangsters, and is no 
longer enriching politicians or 
reimbursing favoured clients 
for lnMftg- 

He said Calpers would be 
reluctant to end its profitable 
relationship with Nomura, par- 
ticularly since withdrawing 
from the market now could 
force the ftmd to realise losses 
on its Asian securities portfo- 
lio. 


Asean discussions move from trade to security 
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THE Association of South East 
Asian Nations ( Asean) and its 
seven main trading partners 
yesterday ended three days of 
talks in Kuala Lumpur which 
veered, for the first time, from 
the usual discussions an trade 
to the future security of the 
Asia Pacific region as well, 
writes Lim Siong Hoon in 
Kuala Lumpur. 

Before the sessions, Asean 
members - Brunei, Indonesia, 
Malaysia, Philippines, Singa- 
pore and Thailand- also 
emerged from their weekend 


Tniniirfpriai meeting divided on 
how they should be organised 
in a post-Cold War world. 

Japan stamped its mark in 
the post-ministerial sessions 
with a more assertive policy 
towards regional security. Mr 
Taro Nakayama, foreign minis- 
ter, proposed turning the 
Asean post-ministerial sessions 
into “political discussions 
designed to improve a s owe tf 
security among us”. 

Japan’s suggestion, backed 
by Australia, follows on an 
idea floated earlier this year by 


the US, which called for the 
creation of a “cooperative vigi- 
lance” Asia Pacific defence net- 
work centred on the US. 

Asean stood divided on the 
Japanese suggestion. Singa- 
pore advocated it but Mr 
Abdullah Ahmad Badawi, the 
Malaysian foreign minister, 
argued against turning the ses- 
sions excl usiv ely Into a 
regi on a l security f o r u m . 

Mr Wong Kan Seng, Singa- 
pore’s foreign minister, argued 
for a twin-track approach in 
refashioning Asean’s future 


policy towards multilateral 
trade and security issues. 

He saw in the US-sponsored 
Asia Pacific Economic 
Co-operation (Apec) trade con- 
sultative group the structure 
for an “economic process” 
involving Asean. “Apec was an 
evolution of the economic 
track, while the post-mlniste- 
rial conference could evBntUr 
ally focus on political and geo- 
strategic issues," he said. 

Malaysia’s attempt to 
involve the Soviet Union and 

China in the dialogue meetings 


this time was postponed, 
thoug h tiie two countries sent 
Hpnlnr nffiriiilq to the meeting 

The involvement of the two 
countries would hero implica- 
tions for the . creation tf the 
proposed security forum.- . . . 

One result of me Asean dlvi- 
skm is that Malaysia’s proposal 
for the F ret Asian Economic 
Grouping, a free-trade alliance 
between Asean and its north- 
ern Asian neighbours, had 
been given a petite exit Little 
attention was given it hi their 
joint co mmun ique 
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NZ Labour party ‘kept 
quiet’ over bank crisis 

By Terry Hall In Wellington 

THE former Labour government “kept quiet" before last 
November’s elections about the financial crisis facing the Bank of 
New Zealand for political reasons, according to a report tabled in 
parliament by the chief ombudsman, Mr John Robertson. 

Yesterday’s report is the latest move in a long row oyer the 
way the National party government b«<t broken promises it made 
before the elections. 

Mr Robertson raid he was left In no doubt that the former 
Labour leadership baa not been prepared to give the then 
National party opposition leader ship confidential briefings on the 
BNZ issue. Labour’s failure to advise the party tf the problems 
ferfng the Bank of New zaafand , and the affect that tins would 
have on the size of the internal budget deficit, has been used by 
the new gov ernm ent to explain why it has had to impose much 
tougher than expected economic measures and break a long list 

tf pre-election promises. . 

f£ Labour bad forecast a fin an rial surplus of NZ889m (USj50.40m) 

and National said it based its election undertakings an ttds. 
Within five days of taking office, it was forced to bail out the BNZ 
to a total cost tf NZ$620m after statements that the bank faced 
NZglbn in bad or doubtful loans in Australia. 

Botha statement on Inkatha cash 

Mr Pik Botha, the South African foreign minister, is expected to 
address a press conference later today to defend his government's 
role in providing cash to the Zuln Tnkatha movement, writes 
Patti Waldmeir in Johannesburg. 

Evid ence tf payments to infratha, the main rival tf the African 
National Congress CANO, has provoked a government crisis in 
South Africa, in view tf widespread allegations that government 
security forces have also been involved in violence between the 
two groups. 

Mr Botha, who personally authorised some of the payments to 
inkatha , Han nmng n pdw sharp criticism for his role in the 
sandal but baa given no sign that he intends to resig n, 

f HK governor in China talks 

Sir David Wilson, Hong Kong governor, will today travel to 
Shenzhen, southern China, to meet a senior Cfrteose of f icial , in 
tte first yqnh miwtlng irinne Britain Slid tbhw wMflhaH agwagmunt 
on the colony’s new airport last month, writes Angus Foster in 
Hong Kong. 

It is hoped the win mark the start of a new phase tf 

co-operation between Britain, China and Hong Kong now that the 
dispute over the airport appears solved. Sir David wffl meet with 
Lu Ping, d ire ctor of the Hong Kong and Macao affairs office. The 
Memorandum of Understanding reached bn the new airport called 
for increased contacts between China and the Hong Kong and 
British g o ver n ments in the lead up to 1997. 

Kuwait to restart oil exports 

Kuwait pfang to start loading its first crude for export this week 
flbmwt a year to the day sifter Iraq’s invasion wrecked its o& 

industry. Renter reports from DnbaL 
Shipping sources mm Hwt Kuwait chartered two tankers in 
London earlier this week to load oil foam its Ahmadi terminal 
«md o2 industry sources said the crude was for export. More than 
half of 600 oil wells blown up by Iraqi troops tiering the advanc- 
ing US-led forces are stifi on fire. But about IS fires a wed are 
being put out and Kuwait is pumping 140,000 bands a day. 


Israel raises thorny issue of 
Palestinian representation 


By Hugh Camegy in Jerusalem 

ISRAELI ministers said 
yesterday they expected Wash- 
ington to accept their condi- 
tions for P yltyMnian rapr«B«y. 
tation in proposed Middl e East 
peace faika, the ebief remain- 
ing obstacle to a peace confer- 
ence. Palestinian leaders sa id 
the conditions were unaccept- 
able. 

The wrangle was almost 
identical to a dispute which 
wrecked a previous US attempt 
to broker peace last year. This 
thug, the Israeli government 
appeared to be manoeuvring to 
extract marimnin concessions 
from the Palestinians as the 
price for its final assent to the 
latest initiative, or to put the 
blame on the Palestinians if 
the process collapsed at the 
last hurdle. 

Israel wants to confine Pales- 
tinian representation to resi- 
dents of the occupied West 
Bank and Gaza strip who 
would be attached to the Jorda- 
nian delegation. Apart from 
p yrinrimg any direct or indi- 
rect representation tf the Pal- 
estine Liberation Organisation, 
Israel also insists on excluding 
any Arab resident of Jerusalem 
for fear of compromising its 
claim to sovereignty over, the 
whole city. 

Mr Moshe Arens, the defence 
minis ter, said he had “no 
doubt” Washington would 
accept these conditions, adding 



Arens: believes US 
will agree 

that there was “no difference 
of opinion between the 
Americans ns on *big mat- 
ter". 

This also appeared to be the 
view of Mr Yassir Arafat, the 
PLO leader who said in a radio 
i nterview, the US peace plan 
“ignores the Palestinian 


people's national rights and 
completely leaves out the ques- 
tion of [Arab] east Jerusalem.” 

However, Palestinian leaders 
in the occupied territories con- 
tinued to insist they would not 
accept the exclusion of resi- 
dents of Jerusalem, which Pal- 
estinians also regard as their 
ca pital. “It’s nonsense,” said 
Mr Faisal Hnssrini, the senior 
local leader, himself a Jerusa- 
lemite. 

Meanwhile, one of three 
e xt r em e right-wing factions In 
the coalition government of Mr 
Yitzhak Shamir , thraater)«d 

publicly to quit the govern-, 
ment next week If Mr Shamir 
accepted the US proposals. Ms 
Geula Cohen of the Tehtya 
party said the process was a 
trap from which Israel could 
not escape intact 

While Mr Shamir would pre- 
fer to keep his coalition Intact, 

rinfrrtjmw by the g rtr p ma , -rf ph* 

would' not tip him out tf office 
because the opposition Labour 
party has agreed to rapport 
him if he co-operates with 
Washington. 

• Mr David Levy; the Israeli 
foreign minister, said yester- 
day attempts to link progress 
in the peace process to a freeze 
on Jewish settlements -in the 
occupied territories had been 
abandoned. 

He said settlement building 
would continue. 



An HK worker pulls down bamboo scaffolding aftex the building was hit by Typhoon Brendan 


President of 
Zaire 

may declare 
state of 
emergency 

PRESIDENT Mobutu Sese Seko 
of Zaire is to call am emer- 
gency session of the country’s 
one-party parliament and 
appears determined to declare 
a state tf em e rgency. Renter 
re po r t s from Qnshasa. 

“A state tf e m erge n cy will 
allow us to stop the acute dete- 
rioration tf the economic situ- 
ation and to prepare for elec- 
tions," a senior aide to the 
p n dsad said yesterday. - 
The st atem e nt fallowed yes- 
terday’s call by Zaire’s oppoai- 
tian leader Mr Etienne Tshise- 
kedi wa Mulumba for Mr 
Mobutu to quit power. 

Hr Tshisekedi formally 
rej ected flm p remier’s job on 
Tuesday after angry support- 
ers threatened to hum down 
bis house if he did a deal with 
“Satan", latest epithet far the 
60-yeaz^dd pmddant 
The developments plunged 
Zaire into the gravest political 
cris is tf M r Mobutu’s 26 years 
in power. 

The economy Is in a sham- 
bles, with rocketing inflation, 
a currency in a state of 
free-fall p gtfn st the Bn ^ 
regular food riots by Kins- 
hasa's 3m population. 

President Mobutu has 
steadily lost Iris iron grip on 
Zaire since he was forced to 
sept a multi-party Bystem in 
ril 1990. More than 100 
opposition groups joined in a 
“sacred ration” have rejected 
the president's limited politi- 
cal reforms and are demand- 
ing a pro-democracy confer- 
ee with total authority. 

Mr TfcUsekedL 58. is te 1 * of 
four co-chairman of tile power- 
ful Union for Democracy and 
Social Progre ss and has been 
Mr Mobutu’s toughest adver- 
sary since 1980. 

The UDPS is a key compo- 
nent of the “sacred union” 
which pledged on July 18 to 
boycott a national co nfe rence 
called by the president for 

July 31 but without decision- 
making powers. 

Diplomats said the US and 
French ambassadors in Kin- 
shasa played central roles in 
persuading President Mobutu 
to make peace overtures to Mr 

Tditaiifcidl. 

“The inflexibility of each 
ride’s position is dnmnptey to 
Zaire,” Mr Andre Bettore, the 
French ambassador said. 


Indian companies 
bear brunt of 
austere budget 


By K.K. Stiarma in New Delhi 

DR Manmohan Singh, India’s 
minister for finance, yesterday 
resorted to heavy taxation - 
mostly on companies — «nd 
cuts in government expendi- 
ture, particularly subsidies, in 
an attempt to reduce the fiscal 

Presenting his first annual 
budget to parliament. Dr Singh 
aniyinnral higher direct 
and excise duties on a variety 
tf goods which he hopes will 
net a hefty Rs20tra ($78Qm) in 
additional revenues this year. 
Taking cats in expenditure 
into account and despite some 
relief in indirect taxes, he 
expects to reduce the fiscal def- 
icit from Rs397bn to Rs377bn. 

The minister has thus fallen 
in with the suggestion tf 
the International Monetary 
Fund, from which India is 
seeking a long-term loan of 
85bn-87bn to deal with its bal- 
ance of payments crisis, to 
reduce the fiscal deficit from 
8.4 per cent of the gross domes- 
tic product to 6A per cent 

Dr Singh’s unexpectedly 
heavy taxation proposals have 
fallen mainly on companies, 
the tax rate tf which he has 
raised by 5 percentage prints 
w hfle ( ymtimring the existing 
surcharge of 15 per cent 

Companies are further hit by 
a reduction on the general rate 
tf depredation for machinery 
and plant for tax purposes 
from 3333 per emit to 25 per 
cent He has also revived a tax 
on interest which will be levied 
on gross interest received by 
all hanks and financial institu- 
tions at the rate tf 3 per cent 

The heavy direct taxes on 
companies will yield Rs2L39bn 
and would have sufficed to 
reduce the fiscal deficit but the 
from this source have 
partly reduced by sub- 
stantial CUtS in customs and 
excise duties aimed at increas- 
ing exports and promoting 
agro-based industries. 

At the same time. Dr Singh 
has raised excise duties on a 
number of luxury goods such 
as cars, colour television sets, 
refrigerators and cigarettes. He 
has raised prices of petrol and 
petroleum products by 15 to 20 
per cent 

Cuts in expenditure are . also 
along expected lines. Subsidies 
on fertilisers have been slashed 
to raise their price by 40 per 
cent 


Surprisingly, however, with 
the sole e xception of sugar. Dr 
Singh has not cut food subsi- 
dies. These have been raised 
marginally. Defence expendi- 
ture also been raised in 
wnrnfrial terms to Rsl63bn from 
Rsi57hn last year but, taking 
the inflation rate tf 12 per cent 

into account, this haw faflpn in 

real trams. 

Dr Singh made a special ref- 
erence to the need to reduce 
def en ce expenditure, also an 
IMF requirement Much tf bis 
budget speech dealt with the 
current balance of payments 
crisis. He announced two 
schemes fin- attracting remit- 
tances from Indians abroad, 
i nclud ing an amnesty for 
return of funds stashed away 
abroad and the issue tf tax-ex- 
empted development bonds. 


Fertiliser prices 
to rise 40% as 
subsidies 
are slashed 


He also reduced the tax on 
dividend income received from 
offshore funds run by the Unit 
Trust of India and other 
mutual funds as well as on 
long-term capital gains from 
such units. 

To deal with tax evasion, 
which is rampant -in India, Dr 
Singh announced two other 
amnesty schemes, one tf which 
involves making deposits with 
the National Housing Bank the 
foods for which wifi be used 
for social purposes like slnm 
clearance. 

Dr Singh prefaced his budget 
speech by speaking of the 
“deep crisis” In the economy 
and of the “precarious” bal- 
ance-of-payments situation. 

The origins of the problems 
he said, were directly traceable 
to “persistent macroeconomic 
imbalances and low productiv- 
ity tf inve stm e n t" as wen as 
an unsustainable Increase in 
government expenditure. 

• Lawyers for Rajiv Gandhi’s 
widow collected from investi- 
gators yesterday the tattered 
remnants tf the clothes the for- 
mer Indian leader was wearing 
when a woman suicide bomber 

1H1M hlrn 


Allies may ease Iraq oil sale embargo 


By Michael Ltttteiohns, UN Correspondent in New York 

THE US and Britain, 
hard-liners In the effort to keep 
pressure on President Sad d am 
Hussein, appeared last night to 
be inching towards a tempo- 
rary wring of the oil embargo 
to allow Iraq to buy food and 
medicines - but only under 


tight UN control. 


Ahmed Hussein, Iraqi for- 
eign minister, estimates his 
country needs to raise $3.14ta 
from oil sales to meet urgent 
ftn piPttiate humanitarian needs 
and save the fives of tens of 
thousands of suffering chil- 


dren. 

However, nothing like that 
amount Is likely to be author- 
ised. British diplomats would 
not say what sum they and the 
Americans were considering. 

They stressed that not only 
would Iraq hot be able to lay 
hands on the oil-generated 
cash but that the UN must con- 
trol the purchase and distribu- 
tion of food and medicines. 

The UN sanctions committee 
discussed the question again 
yesterday but any decision will 
have to be taken by the fall 


CoundL No meeting has yet 
been called and none seemed 
in prospect before next week, 
by which time a new United 
Nations report on Iraq’s 
nuclear weapons capability is 
expected. 

As well as clearing the 
restricted sale of some Irwp cfl, 
the Council is expected to 
endorse the International 
Atomic Energy Agency’s con- 
demnation at Iraq’s non-com- 
pliance with its obligations 
under a safeguards agreement 
The Iraqis lied about their 


nuclear programme and it Is 
still uncertain whether UN 
inspectors have gained total 
access to what remains of It 
after the allied bombing tf two 
mriw installations. 

A further reason for freeing 
some Iraqi oil is a report by Mr 
Javier Perez de Cuellar, the UN 
secretary general, that he. 
needs money to pay for the 
fospprt farns and destruction tf 
Iraqi arsenals, including mis- 
siles and chemical weapons. 
The UN is estimated to require 
about 8200m initially. 


MIGRATE to USA 


The new bnmi^ation Act 1 990 (USA) 
has made people bom in the following countries 
eligible to obtain the immijyant status of America: 

Albania, Algeria, Argentina, Austria, Beligum, Bermuda, 
Czechoslovakia, Denmark, Estonia, Finland, France, 
Germany, Gibraltar, Great Britain, & Nothem Irefrid, 
Guadelope, Hungary, Iceland, Indonesia, Ireland, Italy, 
Japan, Latvia, Liechtenstein, Lithuania. Luxembourg, 
Monaco, New Caledonia, Netherlands, Norway, Poland, 
San Marino, Sweden, Switzerland and Tunisia 

For further hfomaflon pfaase sand your name, address and 
Rax No to: KMNTL 25 Avenue cfOrbalz. 1189 Brussels. 

Bet^um Fax No (322)373 87 46. 

Daadtfoes August 13, 1091 |% 
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US ECONOMY 

Factory orders 
cast doubt on 
pace of recovery 

By Michael Prows© In Washington 


DISAPPOINTING figures for 
US factory orders released 
yesterday raised doubts about 
the speed of the economic 
recovery. 

The Commerce Department 
said new orders for durable 
goods fell 1.6 per cent in June 
to $116.5bn (£69.3bn), 7.7 per 
cent below the level of a year 
ago. Analysts bad expected an 
increase of about l per cent 
figures for May were revised 
down to show an increase of 2 
per cent rather than the 3.4 per 
cent initially reported. 

Much of last month’s decline 
reflected sharp fells in orders 
for electronic and other electri- 
cal equipment which dropped 
10.1 per cent in relation to 
May. Orders for industrial 
machinery and equipment fell 
4.7 per cent 

The transport sector, how- 
ever, remained relatively buoy- 
ant Orders rose 3.7 per cent 
with a recovery in aircraft 
orders more than offsetting 
declines in shipbuilding and 

haw Ire 

Orders for non-defence capi- 
tal goods - the best guide to 
future investment trends 
- rose sharply for the first 
time in six months. But the 
increase was more than 
accounted for by the surge in, 
often erratic, aircraft orders. 

Orders figures are notori- 

New IMF 
for Brazil 


US new orders 



Source: Datzxtnnm 


ously volatile on a monthly 
basis. Last month's decline 
only partially offset the 541 per 
jump in orders in April and 
May, taken together. Purchas- 
ing managers, moreover, 
reported a sharp increase in 
orders last month. Many other 
statistics, such as industrial 
production and inventories, 
point to flnnHtmiwg recovery. 

The consensus view is thus 
likely to remain that a miw 
economic recovery is under 
way. But gross national prod- 
uct appears unlikely to grow at 
more than an «mniai rate of 3 
per cent in coming quarters, 
about half the average for post- 
war recoveries. 

negotiator 
debt talks 


By Victoria Griffith in SSo Paulo 


THE International Monetary 
Fund has appointed a new 
chief debt negotiator for Brazil, 
bowing to government protests 
that his predecessor was inter- 
fering in the country' s internal 
affairs. 

The country's debt talks 
with the IMF will recommence 
today with the arrival of Mr 
Sterle Beza, an American econ- 
omist who heads the IMF’s 
western hemisphere depart- 
ment. 

Mr Beza replaces Mr Jos£ 


Fajgembaum, an Argentine, 
who outraged fire Brazilian 
government last week when he 
told journalists that constitu- 
tional changes would be neces- 
sary if Brazil wanted to secure 
the $2bn (£l.lbn) extended 
funds facility it is currently 
seeking from the IMF. 

The government suspended 
negotiations with Mr Fajgem- 
baurn late on Monday, after 
President Fernando Collor 
reacted angrily to Mr Fsjgem- 
ba urn’s remarks. 


AMERICAN NEWS 


US thrown by Soviet IMF application 

Washington finds membership quest premature and unwelcome, writes Peter Riddell 


T HE SOVIET Union’s 
decision to apply tor foil 
membership of the 
International Monetary Fund 
and toe World Bank has sur- 
prised, puzzled and irritated 
many in Washington. 

The response of the Bush 
administration, was diplomati- 
cally phrased but clear - the 
application was not welcome. 
The State Department said it 
was "premature", while the 
Treasury said that "toft mem- 
bership negotiation between 
the Soviet Union and the IMF/ 
World Bank Is not the most 
effective way for proceeding 
with Soviet economic reform". 

US and other western offi- 
cials thought an understanding 
had been reached an the issue 
a week ago when President 
Mikhail Gorbachev met the 
leaders of the Group of Seven 

industrial countries hi L pwdnn 

The agreement was, according 
to toe US Treasury, “that as a 
matter of urgency the Soviet 
Union should be granted a spe- 
cial association with toe IMF 
and World Bank as opposed to 
commencing a lengthy negotia- 
tion for fnii membershiD" 

That would have - and will 
still probably - involve an 
IMF/World Bank team going to 
the Soviet Union to discuss, 
almost negotiate; toe develop- 
ment of an economic reform 
plan and to provide technical 
advice and assistance. 

There are a number of politi- 
cal and practical problems 
about the n ppiteaHnn for fan 
membership. Most of the G7 
leaders felt that the Soviet 
Union was not ready for this 
stage and would have to move 
much further down toe road to 
a market. economy. The US, in 
particular, believes that 
reforms should occur before 
the Soviet Union becomes a 
full member and is therefore 
eligible to borrow from toe IMF 



Gorbachev nnH Bush at London summit: a delicate mattes of • Himing 


and the Bank. 

The US view reflects the 
widespread congressional oppo- 
sition to lending by these bod- 
ies which could be presented 
as propping up socialism or 

The Soviet move Is particu- 
larly badly timed since toe US 
Treasury is already feciiig diffi- 
culties securing congressional 
approval for the American 
share of the planned 50 per 
cent increase in IMF quotas or 

resources ($12bn out of the 

overall $60bn rise to $180bn). 

Any suggestion that the 
Soviet Union might be able to 
borrow in toe foreseeable 
future will strengthen oppo- 
nents of the quota increase. 
There are already moves to 
insist that Moscow shpnid be 
denied fan membership nni«g 
aid to Cuba is stopped, defence 
spending is cut and private 
property is allowed. 

Formidable practical prob- 
lems exist. The normal 
membership procedures, 
including a visit by an inspec- 
tion team, consideration by the 
IMF executive board and 
approval by member govem- 
nwintg, have taicpn around five 
to six mouths for thp central 
and eastern European coun- 
tries which have recently 
joined. The OS has said that 
ton membership negotiations 
for the Soviet Union would 
take a minimum of two years. 

The Soviet Union would 
have to meet the terms and 
conditions of membership. 
TTmse involve allowing fuft dis- 
closure of information about 
Us economy mi«hiiiing J what is 
most sensitive, toe size of its 
gold and foreign currency 
reserves (not revealed since 
file late 19306) as well as the 

p wriai bIt p rf tiw rafHtaiy hnd- 

get The IMF also conducts 
annual Inspections of member 
economies. 


There is also the problem of 
toe balance between toe centre 
and the 15 republics, some of 
which are seeking control over 
monetary and economic poli- 
cies. Would there be just one 
Soviet member? 

The IMF feces the hgflffa*** 1 ** 
of assessing the size of the 
quota or membership subscrip- 
tion for the Soviet Union. This 
is broadly related to the size of 
tiie economy. This is in itself 
highly uncertain in the Soviet 
case, where output is contract- 
ing rapidly. 

Soviet membership would 
aim di stur b the flaiicate bal- 
ance of quotas flmnng the main 


industrial countries, which 
were redistributed only a year 
ago after protracted haggling. 
This might re-open the ques- 
tion of which countries should 
have permanent seats cm the 
policy-making executive board. 

The Soviet Union would also 
have to pay a portion of its 
subscription in an internation- 
ally-traded currency. 

Overall, the Soviet applica- 
tion raises questions which 
Washington wishes were not 
being posed just now. Any mis- 
understandings may be sorted 
out when President Bush 
meets President Gorbachev in 
Moscow next week. 


A probable way out, opened 
by toe ambiguity of Soviet offi- 
cial comments, is to press 
ahead with imm ediate techni- 
cal co-operation, as offered by 
the IMF, and some form of spe- 
cial association. Decisions on 
full membership might be 
deferred for later consider- 
ation. 

It will be a politically deli- 
cate exercise. But the US, 
Japan, Britain and some other 
industrial countries believe toe 
Soviet Union is not yet ready 
to become a toll member erf the 
IMF and World Bank, and 
hence of the international 
financial community. 


Soviet aide 
emerges as 
link man 
with west 

By John Lloyd in Moscow 

jjU Vladimir Shcherbakov, toe 
Soviet first deputy prime min- 
ister, Is emerging as toe cru- 
cial player in the talks 
between western governments, 
financial institutions and toe 

Soviet authorities- 

The 4i-year-old politician, 
who also heads toe econ omic 
and forecasting ministry (the 
former Gosplan), accompanied 
Mr Mikhail Gorbachev, the 
Soviet preshlait, to the meet- 
ing of the Group of Seven 
industrialised countries in 
London last wee k- On his 
return he gave an Interview to 
the government newspaper 
Izvestia. stressing the impor- 
tance of western engagement 
with Soviet reform. 

Mr Shcherbakov believes the 
next two months will be a 
period of intense activity as 
experts from toe International 
Monetary Fund and the World 
Ranh- (due in Moscow next 
week) a gain wawinft the state 
of the Soviet economy and pro- 
duce an outline programme of 
reform with Soviet experts. 

Mr Norman Lamont, the 
British chancellor, acting on 
behalf of the Group of Seven 
countries, is due to have his 
first post-summit meeting 
with Mr Shcherbakov at the 
mid of next week. Only once 
an outline of reform Is pro- 
duced, said Mr Shcherbakov, 
••will we gear toe entir e pro- 
gramme to the pattern of its 
accom plishm ent and with 
more specific programmes", 

G7 finance ministers will 
visit Moscow in September to 
discuss support for the Soviet 
Union, a German finance min- 

l.im nu.bami-111 colli Vacfur. 


Bank reform law likely to be last-minute deal 


By Peter Ridden, US Editor, 

THE FINAL scope of US bank 
reform will be determined in a 
last-minute rush in October 
because of delays by both the 
Bouse and toe Senate. 

This means that the bank 
tmawinw fond, which guaran- 
tees depositors, wQl be close to 
insolvency before the Federal 
Deposit Insurance Corp o r a tion 
receives the w wessai y author- 
ity to borrow required 
short-term funds. 


i Washington 

The House hanking commit- 
tee approved Its version of the 
wn last wnnft, but other com- 
mittees, particularly energy 
and co ni oicne, also have juris- 
diction. 

Hr Torn Foley, Speaker of 
the House of Representatives, 
has told toe agriculture, 
energy and commerce, judi- 
ciary, and ways and means 
committees to complete work 
by September 27. After that 


there will be a House debate 
and a joint conference cm rec- 
onciliation with the Senate 
version. 

In the Senate, Senator Don 
Btegie, chairman of its bank- 
ing committee, produced his 
plan a week ago, but no date 
has been fixed for drafting 
because of objections from 
Republican and some Demo- 
crat members. 

These delays conld mean 


that the legislation is stripped 
of some of its more controver- 
sial ele m e n t s as time runs out 
in October before Congress 
goes into recess for the year. 

Re financing of the bank 
insurance fond and tougher 
regulation are certain to be 
included, along with a change 
permitting banks to open 
nationwide branch networks, 
though to a still uncertain 
extent 


Peru to get American aid 
for anti-drugs operation 


PERU is to receive a $34.9m 
(£20.7m) p ackag e of ampatnnne 
from the US for anti-drugs 
operations, to be carried out by 
Peruvian police and military 
with American tr aining and 
equipment, writes Sally Bowen 
from T.fwm. 

Under four accords signed by 
the two governments on Tues- 
day evening, the US has also 
promised early disbursement 


of 960m (£35.7m) for balance of 
payments support road repair 
in Peru’s coca-growing areas, 
and employment creation pro- 
grammes. 

The US is also to provide 
|50m in food aid. 

Mr Anthony Quainton, US 
ambassador to Peru, empha- 
sised that the US had no wish 
to see the anti-drugs campaign 
in Peru militarised. 


WORLD TRADE NEWS 


Mexico 


Plans agreed to seek ways of promoting sales of cars and components 


Thomson 


NEWS IN BRIEF 


trade deal 
‘threatens 
US jobs’ 

FREE trade with Mexico poses 
major risks of US job losses 
and cuts in wage levels, 
according to a US economic 
research group studying the 
free trade agreement now 
being negotiated between the 
United States and Mexico, Reu- 
ter reports from Washington. 

The author of the study for 
the National Planning Associa- 
tion, Mr Peter Moricd, said that 
“the labour adjustment costs 
associated with free trade are 
much larger than proponents 
have indicated." 

Not only could a free trade 
pact with Mexico cost jobs, it 
also could force other 
Americans to shift to lower- 
paid jobs, he said. 

The United States and Can- 
ada opened free trade talks 
with Mexico last month and 
hope to compete an agreement 
next year, wrapping it into the 
existing US-Canada free trade 
pact to create a duty-free zone 
from toe Yukon to the Yuca- 
tan. 

US officials say that any US 
job losses would be minimal 
but would back retraining pro- 
grammes to ease the impact 

Organised labour is fighting 
an agreement on grounds it 
would entice US companies to 
relocate south to take advan- 
tage of Mexico's low wages and 
lax enforcement of anti-pollu- 
tion laws. 


Alcatel wins 
Kenya contract 

THE Spanish tele- 
communications company 
Alcatel Standards Elect rica 
said yesterday It had won a 
Pta500m ($4.5m) contract to 
install and maintain a rural 
telephone system for Kenya's 
state telephone company, the 
Kenya Post and Telecommuni- 
cation Corp (KPTC), AP-DJ 
reports from Madrid. 

The contract came as part of 
a KPTC programme to upgrade 
Kenya’s telephone system, 
according to Alcatel a Spanish 
unit of France's Compagnie 
Gdndrale d ’Electric! te. 

The Kenyan market holds 
great short-term development 
potential fbr Alcatel the Span- 
ish company said. 

Alcatel has also signed 
agreements to supply tele- 
phone systems to Bolivia. Col- 
ombia and Mexico. 


Japan, US in motor trade accord 


JAPANESE and US 
government officials have 
agreed to devise plans to pro- 
mote trade of cars and motor 
components between the two 
nations by September, accord- 
ing to an official for the Japa- 
nese Ministry of International 
Trade and Industry (fifiti), Reu- 
ter reports from Tokyo. 

The agreement in Tokyo yes- 
terday ended two days of talks. 
The parties agreed to draw up 
concrete measures to improve 
US manufacturers' access to 
the Japanese market This will 
include a joint survey of the 
Japanese car and components 


market 

Officials and industry spe- 
cialists win meet in September 
to discuss their plans, before 
implementing them, 

The US is tiring to boost 
sales of its vehicles and com- 
ponents in Japan, as well as 
sales of its motor parts to Jap- 
anese car makers in America. 
Seventy-five per emit of the US 
trade deficit with Japan is 
related to toe motor trade. 

The two sides will consider 
plans for joint development of 
components by Japanese and 
US makers, and for Japanese 
manufacturers' distribution 


networks in toe US. 

At the talks the US delega- 
tion asked Japan to ease its 
standards for car imports from 
the US to make toe Japanese 
market more competitive. 

Meanwhile, Toyota Motor 
plans to Increase purchases of 
US-made car parts for use in 
Japan and the US to 93.49bn in 
the year to March 31 1993, up 
from a planned $2. 83 bn in 
1991-92 and |2A4fcn in 1990*1. 

About 227 US suppliers have 
developed or are developing 
parts for Toyota vehicles under 
special programmes to encour- 
age long-term ties. 


• Mr r.inn Williams, senior US 
trade official responsible for 
many market-opening 
with Japan, will resign tomor- 
row, Mrs Carla Hills, US Trade 
Representative, said, Reuter 
reports from Washington. 

Mr Williams, a deputy trade 
representative, was a key fig- 
ure in opening the Japanese 
market to wood products, 
supercomputers and satellites. 
He was lead negotiator in toe 
so-called Structural Impedi- 
ments Initiative to reform 
Japan’s private and govern- 
ment business practices. 


Poland to swap medicines for oil 


Singapore in 
line for HK 
airport work 

SINGAPORE companies are 
weft placed to capture a large 
share of work In toe construc- 
tion and operation of Hong 
Kong’s massive new port and 
airport facilities, according to 
a private report, Reuter 
reports from Singapore. 

The Hong Kong-based Politi- 
cal and Economic Risk Consul- 
tancy said in a report that 
Singapore companies’ exper- 
tise and China’s new role in 
tire Port and Airport Redevel- 
opment Scheme (PADS) 
strengthened the chances for 
obtaining contracts. 

Companies likely to win 
work were Keppel Corp, Sem- 
bawang Maritime, Singapore 
Airlines and Singapore Aero- 
space, it said. 

“The republic’s construction 
flpm jMiiigB may not have the 
resources or experience to ten- 
der as main contractors, but 
they certainly have the poten- 
tial to be very competitive as 
subcontractors for supplies 
and services," toe report said. 

“This is especially so now 
that China has gained such an 
important say in Infrastruc- 
ture development in the col- 
ony." 

China, Hong Kong and 
Britain announced agreement 
In June on a revised multi- 
billion dollar plan to build a 
now airport and expand port 
facilities In Hong Kong before 
its reversion to Chinese sover- 
eignty in July 1997. 

Under the pact, China will 
have expanded influence over 
finances and projects for the 
port and airport redevelop- 
ment. 


POLAND and the Soviet Union 
have concluded the prelimi- 
nary stages of a barter deal 
under which Poland will pay 
for more than a fifth of Its 
imported Soviet crude oil this 
year with medicin e s, offi cials 
say, Reuter reports from War- 
saw. 

The deal aimed at counter- 
ing a collapse in Polish exports 
to the Soviet market, was 
agreed during talks on Monday 
between Mr Leszek Balcerow- 
icz, Poland’s finance minister, 
and Mr Igor Denisov, Soviet 
health minister. 

It will enable Poland to pay 


TAIWAN’S state-owned Chins 
Steel plans to swap Taiwanese 
goods, including shoes and 
computers, for Soviet alumin- 
ium ingots in tire island’s first 
large barter bade deal with the 
Soviet Union, agencies report 
from Taipei 

Mr Wang Chung-yu, spokes- 
man for Taiwan’s Commission 
of National Corporations, said 
negotiations were under way 
with a Soviet trading company. 
The aluminium would be 
worth more than $8m at world 
market prices, a China Steel 
official said. 

Taiwan, which has expanded 
economic links with the former 
eastern bloc over recent years 
after decades of hostility, gave 
permission for Its state-owned 
companies to trade with the 
Soviet Union earlier this 
year. 

"The Soviet Union is short of 
foreign exchange and barter 
trade is the only way to boost 
our bilateral trade with that 
country," Mr Wang said. 


for 22 per emit of Its Soviet oil 
imports. 

The Poles want to reactivate 
barter deals, a favourite mech- 
anism of the former Comecon 
trading bloc, to overcome the 
Soviet shortage of hard cur- 
rency. 

A state oil industry official 
said Poland would import 7m 
tonnes of Soviet oil this year, 
but he declined to give the 
value of the contract 

Polish exports to the Soviet 
market have fallen steeply 
since the two countries 
switched to hard currency 
trade last January. Soviet com- 


Official figures show 
Taiwan’s two-way trade with 
the Soviet Union more than 
doubled to $106m in the first 
six months of 1991 from $49m 
in the corresponding period in 
1990. 

Taiwan’s trade with the 
Soviet Union and east Europe 
combtoed rose by more than 70 
per Qgnt in the first six months 
of 1991, a trend which would 
continue for the rest of the 
year, the Board of Foreign 
Trade said. 

Official figures showed 
Taiwan’s customs-cleared trade 
with the Soviet Union and six 
east European countries rose 
to $329m between January and 
June, from |193m in toe same 
period last year- Poland was 
toe biggest buyer, followed by 
Hungary, toe Soviet Union and 
Romania. 

• United Technologies of the 
US will invest $18-87m to estab- 
lish a manufacturing base in 
Taiwan, an accountant said 
yesterday. 


panies lack dollars to pay for 
goods. 

In pharmaceuticals, for 
example, Poland aimed for 
exports worth $350m l £208 ,3m) 
this year but sold only $80m in 
the first halt The Soviet Union 
has paid for barely half that 

Scores of Polish companies 
heavily dependent on the 
Soviet market are on the verge 
of bankruptcy. The govern- 
ment, along with those of 
Czechoslovakia and Hungary, 
has asked western countries 
for "triangular aid" aimed at 
helping the Soviet Union to 
buy east European goods. 


Ms Sue Lu, of Price Water- 
house Taipei said the US com- 
pany had been approved by the 
Taipei government to set up a 
company - United Pacific 
Aerospace - to produce and 
sell engines and aerospace 
components in Taiwan. Price 
Waterhouse Taipei is in charge 
of the US company’s invest- 
ment application. 

Ms Lu declined to say when 
the new unit would begin oper- 
ation, but added the company 
could enjoy a five-year tax holi- 
day if it started business before 
1993. 

ha the initial stage. United 
Pacific Aerospace will mainly 
produce engines, motors and 
electronics for aviation, and 
materials and components for 
aerospace. The products would 
have both military and civilian 
applications. 

Taiwan has been aggres- 
sively promoting its aerospace 
Industry in recent years, aim- 
ing to develop its own jet 
fighters. 


Taipei and Moscow in barter deal 


signs Greek 
air traffic 
contract 

By Kerin Hope in Athens 

THE Greek civil aviation 
authority signed yesterday a 
Dr9bn ($46 -9m) contract with 
Thomson-CSF, the French elec- 
tronics manufacturer, to mod- 
ernise the air traffic control 
system over mainland Greece 
and the Aegean islands. 

The Athens-based system, 
unchanged since the mid-1960s, 
will be expanded to provide 
radar coverage of the entire 
Athens flight information 
region (FIR), which includes 
air corridors with heavy vol- 
ume traffic from western 
Europe to the Middle East 

At present, radar coverage 
extends fbr only 40km around 
toe Athens airport. 

The new radar system, due 
to be completed by mid-1993, 
will include five secondary 
radar installations around the 
country. “Full radar coverage 
of the Athens FIR will ensure 
better management of Greek 
airspace and greater flight 
safety," a senior civil aviation 
official said, 

A separate short-range 
approach radar for Athens air- 
port is expected to begin oper- 
ating early in 1992, speeding 
take-offs and landing s 

The new system includes a 
computer network for flight 
plan processing, and an auto- 
matic message-switching cen- 
tre for exchanging data with 
neighbouring flight informa- 
tion regions. 

Other bidders shortlisted for 
the project were Plessey, the 
British electronics company, 
Selenia of Italy, and Siemens of 
Germany. 


Mitsubishi Heavy 
wins Saudi order 

MITSUBISHI Heavy Industries 
has received a SlOOm order 
from Saudi Arabia to build a 
water-desalination plant, 

AP-DJ reports from Tokyo. 

The facility will have a 
capacity of 56,000 tonnes a day, 
a company spokesman said. 
The state-run Saline Water 
Conversion Corp will operate 
the plant. 

Mitsubishi Heavy completed 

construction Of a draalinafifl n 

plant in Jeddah, Saudi Arabia 

in 19®. ’ 

The new order is considered 
a second phase in the project 


Maghreb states shelve 
common market plans 

THE five north African states of the Arab Maghreb Union (AMU 
have postponed plans to form a common market Moroccan Foi 
eign Minister Abdellatif Filali said yesterday, Renter report 
from Rabat 

In an interview with the official Moroccan news agency MAI 
Mr Filali indicated AMU foreign ministers meeting in Rabat thi 
week had been unable to make any progress. 

Plans by Morocco, Algeria, Libya, Mauritania, and T unisia t 
create a free trade zone, a single market and several integrate 
economic projects have been held up by domestic problems. 

Mr Filali said the ministers “ decided to observe a pause am 
review what has been done in the two and a half years since th 
AMU was formed. The conclusions will perhaps enable a net 
working strategy to be elaborated." 

Mr Filali said a committee would review the situation am 
presen t a report to an AMU summit to be held in Rabat for whid 
no date has been fixed. 

An extraordinary AMD summit to Benghazi, Libya, last montl 
was postponed when the Algerian government resigned. Thi 
previous summit was put off during the Gulf war. 

Ubya was due to hand the rotating rfiairmartriiip to Maurita 
nia this year but because of domestic unrest Mauritania aska 
Morocco to take over. 

Mr Fikli described toe two days of discussions in Rabat a 
“intense and frank" and said he was still optimistic 

fc* 1 tee* 1 relations with the European Com 
munity. North Africa’s main trading partner 

JSS BPiSJSrt Morocco to contact toe Netherlands, cur 
rentiy EC president to arrange a meeting between the i# i?r 
states and the five AMU states to discuss cooperation. 

Mr Filali said this would be in addition to so-caBed foni--nin« 

French President Francois Mitterrand said in Tunisia twi 

hoped a four-plu^ve foreign mlSsteETm^to 
could be held soon, followed by a summirSriyto ^ ™eennf 

Komatsu to increase imports 
of cast iron parts from China 

Sr? 

A&csTdS gsa* 

month to 500 tons a month! «*weeu zwkmo tons s 

^ a** reflects the growim 
difficulty m getting Japanese workers to put ud JfrhtS 
extremely harsh working conditions in 8* 

wwsMtiaiSSSSa 

year for use to its hydraulic shovpic mho t. Cuma late Iasi 

Foreign investment up OJ 
in First half, says Beijing 

Foreign investment to China rose sharply in the flm 

^reign EconSdc^ 

Trade data. Renter reports from Beijing. 

J^-nRoirtra n ! w Rejects with direct fon 
ment. 80.6 per cent more than m the first half on «wn 
MrYe Rugen told a news conference. • ' 

The value of toe projects reached $4£5bn, a rise of a 
The amount of foreign capital actually invested ^ 
reached $L65bn, up 34_7per Cent. . 111 vested 

“The domestic politics, economy and society Were 
the investment environment improved," Mr Ye sakT 
Of the new projects signed in 1 the first h&LXV) 
ventures with a value ofELSbn. ■ 
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THE CITROEN XM PRESTIGE 
SPECIAL EDITION. 



NO OTHER LUXURY CAR IS 
BETTER EQUIPPED TO BEAT THE TAXMAN 

The generous specification of the new Citroen XM Prestige 
puts it in a class of its own as far as luxury is concerned. 

As far as the taxman is concerned, surprisingly, the XM’s price 
puts it in a class which carries it neatly into a lower tax bracket 

The shrewd executive will be forgiven a smug smile as he 
contemplates this apparent aberration in the comfort of the XM’s 
spacious cabin. 

Plush leather upholstery, air conditioning, electric sunroof and 
windows, electrically operated front seats and a remote-controlled 
6-speaker stereo are all standard features. 

Remarkably, so too are ABS brakes, alloy wheels and automatic 

9 

transmission (with manual transmission as a no-cost option). 

A unique, computer-controlled suspension system constantly 
monitors road conditions and your responses, automatically adjusting 
the suspension to give either the smooth ride of a limousine or the 
responsive handling of a sports saloon. 

(Imagine the taxman’s horror if he knew you’d bought two cars 
for the price of one.) 

Unfortunately, like most tax loopholes, this one will close soon. 

The Citroen XM Prestige is available in limited numbers, so call 
freephone 0800 262 262 or return the coupon for the name and 
address of your nearest Citroen dealer. 

To find out more about the Citroen XM, telephone free on 0800 262 262 or 
return this coupon to: Dept FTM 254, Citroen UK Ltd, Freepost, London N4 1BR. 

Mr/Mrs/Miss/Ms Initials Surname'. .. 

Address 

Postcode 

Current Car Make Model 

Registration Letter Petrol Q. . Diesel I I 

Intended Replacement Date: Month Year 

CITROEN XM PRESTIGE £19,245. 


A 


PRICE CORRECT AT TIME OF GOING TO PRESS AND INCLUDES CAR TAX AND VAT AT lW*. NUMBER PLATES. ROAD TAX AND DELIVERY EXTRA. FOR TAX FREE/ EX PORT SALES CALL CITROEN BERKELEY SQUARE ON 07i 629 8B18 
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House banking 
committee 
to investigate 


SUPERVISION 


By Alan Friedman in New York 


THE Banking Committee of 
the US House of Representa- 
tives has launched a formal 
investigation of the Bank of 
Credit and Commerce Interna- 
tional (BCCI) affair and plana 
to hold its first public hearings 
on September 11. 

A spokesman for Mr Henry 
Gonzalez, the Democratic 
rhairman of the Banking Com- 
mittee, said the committee will 
be asked next Tuesday to vote 
to authorise the right to issue 
subpoenas. The plan is to use 
these to elicit BCCI-related doc- 
uments from the Bush admin- 
istration as well as materials 
and information from BCCI 
and from First American Banc- 
shares, the Washington bank 
that was shown earlier this 
year to be secretly controlled 
by BCCL 

Among the witnesses being 
called to testify before the com- 
mittee will be Mr Clark Clif- 
ford, the former US defence 
secretary who is Rhairman of 
first American. Mir Robert Alt- 
man, a law partner of Mr Clif- 
ford’s who serves as president 
of First American, will also be 
called to te st if y. The commit- 
tee is also asking Mr Virgil 
Mattingly, general counsel of 

BRUSSELS 


EC plans preventive ban 


By Andrew HIU in Brussels 

THE European Commission 
may consider outlawing cer- 
tain corporate structures in the 
aftermath of the BCCI affa ir . 
Sir Leon Brittan said yester- 
day. 

Sir Leon, EC commissioner 
for financial services, said that 
far from making it earner for 
hanks to evade supervision 
after January 1 1993, measures 
to open up a single European 
market in financial services 
would “substantially Improve 
the situation'’. 

He added that the Commis- 
sion might need to open discus- 
sions with non-EC regulators 
on the desirability of bringing 
in EC-style financial services 


legislation worldwide with die 
aim of removing barriers to 
cooperation and the avrhang p 
of information 

“We will also have to con- 
sider whether certain types of 
corporate structure should be 
prohibited because they are 
unsafe or caw be used to hide 
certain illegitimate transac- 
tions,” said Sir Leon. 

BCCI escaped direct regula- 
tion under Luxembourg law 
because it was not classed as a 
bank. 

Details are being worked out 
for a directive which would set 
up an EC deposit guarantee 
scheme controlled by each 
bank's home country. 


Top regulators’ worries 
discussed a decade ago 


By Alan Friedman in New York and Richard Waters in London 


the Federal Reserve, and Mr 
William Taylor, the Fed’s head 
of banking supervision, to tes- 
tify about the BCCI affair. 

In additon. the committee 
disclosed a letter written by Mr 
Gonzalez seeking information 
from nffimaia from the Central 
Intelligence Agency (CIA) on 
the BCCI matter. 

Mr Gonzalez has been active 
in the past in investigating 
international banking scan- 
dals. He has already held a 
series of b* t m-ing s concerning 
the srffafr involving the waiting 
of more than S4bn of unauthor- 
ised Iraqi loans by the Atlanta 
branch of Italy's Banca Nazion- 
ale del Lavoro (BNL). 

Aside from the House Bank- 
ing Committee's BCCI investi- 
gation Senator John Kerry, a 
Democratic member of the Sen- 
ate Foreign Relation commit- 
tee, has also been investigating 
the BCCI affair. He has 
demanded information from 
the CIA concerning its know- 
ledge and alleged use of BCCI 
to channel payments to indi- 
viduals involved in rfanriagHno 
operations. 

Senator Kerry is planning to 
hold a hearing on the use of 
BCCI by central banks. 


CENTRAL bank chiefs 
representing the world’s lead- 
ing 10 industrialised nations 
discussed their worries about 
BCCTs activities mare than a 
decade ago, say former senior 
regulators in the US and UK. 

Concern about BCCTs lack of 
a primary central bank over- 
seer were discussed “on a num- 
ber of occasions” in Basle at 
meetings of the Bank for Inter- 
national Settlement's sub-com- 
mittee on bank supervision, 
according to Mr John Hei- 
mann, fanner US comptroller 
of the currency who attended 
the meetings during 1961. 

The subcommittee, formed 
in 1975, was known as the 
Cooke committee after Mr 
Peter Cooke, its chairman and 
a former Vtamk of Bn giawH offi- 
cial. He said yesterday that 
BCCI had been discussed at 
meetings of the regulators on 
how best to regulate holding 
companies at diversified inter- 
national Hanking grOUpS. 

The aim was to ensure that 
at least one regulatory agency 
had a complete view of interna- 
tional groups' operations. 

hi 1983 the Cooke committee 

WORLD ROUND-UP 


agreed to tighten provisions for 
regulation of international 
banks by the central bank of 
the “home country” - the 
nation where a bank was 
based. 

Regulators around the world 
did not finally deal with BCCI 
until four years later when a 
“college” of national regulators 
was set up to oversee it 

When asked why it had 
taken so long to find a solution 
to BCCI, Mr Cooke said: “1 
don’t know that I can answer 
that You deal with things as 
circumstances de man d that 
you deal with them.” 

The Cooke committee’s move 
in 1983 was thought to have 
been a response to the collapse 
in rite early 1980s of Italy’s 
Banco Ambrosiano, but accord- 
ing to Mr Heimann it also 
reflected fears about BCCTs 
lack of a primary 
regulator. 

“To my knowledge there is 
no other international bank of 
any size that does not have a 
primary regulator,” he 

The former comptroller dis- 
closed earlier this week that he 
had blocked a 1976 attempt to 


buy a New York bank by Mr 
Abbas Gokal - now a leading 
BCCI debtor - when he dis- 
covered that Mr Gokal was 
then acting as “front” for 
BCCL 

Yesterday Mr Heimann said 
that the comptroller’s office 
wrote a letter to the Federal 
Reserve in March 1981 which 
•made etear “that BCCI ahnnl^ 
not be part of the American 

hankfng scene.* 

The letter, signed by Mr Can- 
twell Muckenfuss, the deputy 
comptroller, was written when 
BCCI was trying to acquire 
Financial General, the Wash- 
ington banking group that was 
late acquired by a group that 
US regulators have now identi- 
fied as fronts for BCCL 

The bank's name was 
changed to First American 
Bancshares, the institution 
re fe rred to by the Price Water- 
house report on BCCI as 
“WXYZ". 

Mr Cooke now runs an inter- 
national regulatory group at 
Price Waterhouse, BCCTs audi- 
tors. He said that be had had 
no involvement with BCCI 
gfwRP he b«d been at the firm , 
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French security report on Abu Nidal links 


The FT proposes to 
publish this surrey on 

September 12 1991. 
It will be of 
particular interest to 
the 130,000 directors 
and managers in the 
UK who read the 
FT. If you want to 
reach this important 
audience, call 
Hugh G. Westmacott 
Td 0532 454969 
Fax 0532 423516. \ 
Permanent House, 
The Headrow, 
Leeds, LSI 8DF 


Data somt:BMRC Businessman 
Survey. 1990 
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A SECRET report alleges that 
the French security services 
watahlialmri in 1987 that BCCI 
had links with Abu Nidal and 
front companies set up to 
finance his radica l Palestinian 
group. 

The 55-page report, to be 
published today by VSD, the 
French weekly magazine, was 
intended as a detailed look at 
Abu Nidal’s organisation. 

It says directors of Abu 
Nidal's companies were in 
dose contact with the guerrilla 
group, but had no direct con- 
nections with its political or 
terrorist activities. 

Abu Nidal’s Fatah Revolu- 
tionary Council, which broke 
from Yasser Arafat's main- 
stream Palestine Liberation 
Organisation in 1973, has since 
waged a bloody guerrilla war 
of murders, bombings and 
hijacks across three conti- 
nents. 


Western intelligence sources 
in Paris say the French report 
would have been collated using 
information from European 
and us intelligence agencies. 

Information on Abu Nidal’s 
links with Britain would 
almost certainly have come 
from British intelligence ser- 
vices, the sources added. 
French, and British jntenigpnfle 
services co-operate closely on 
international terrorism mat- 
tea. 

The sources say the French 
government appears to have 
acted more quickly on the 
secret report than Britain. 

The French report also says 
Abu Nidal probably black- 
mailed Gulf states to save 
them from attacks by his guer- 
rillas. 

It says the Kuwaiti embassy 
paid $60m (£35. 6m) into Abu 
Nidal’s BCCI account in Lon- 
don in 1987. “Certain countries 


like Kuwait, which were for a 
certain time targets for the 
Fatah Revolutionary Council, 
now seems to enjoy relative 


The report adds that Abu 
Nidal operations against the 
United Arab Emirates (UAE) 
appeared to be aimed at forc- 
ing them to give money to the 
radical group. 

PAKISTAN: Eleven Pakistani 
overseas missions held 
accounts with local branches 
of BCCI, a foreign ministry 
spokesman said yesterday. 

They were the High Commis- 
sion in Ottawa, the consulates 
general in Toronto and Mon- 
treal, and the embassies in 
Algiers, Damascus, Baghdad, 
Niamey, Dakar, Belgrade, 
Accra and Cairo. 

The spokesman could not 
say how much money was 
in the accounts. The 
mi «dmm used BCCI with offi- 


cial approval, he added. 

Local newspapers have por- 
trayed the shutdown of BCCI 
as a western dtarfc on Taiamit- 
business. 

SRI LANKA: The country's pri- 
vately-owned Seylan Bank took 
over management of BCCTs 
four Colombo hnmrhM yester- 
day and said it guaranteed all 
local rupee deposits. 

“We assure all Sri Lankan 
deposit holders that their 
deposits win be met,” said Mr 
Lalith Kotalawela, Seyian’s 
chairman 

Mr Kotalawela s ai d the four 
branches would open on Mon- 
day for normal business. 

Asked about foreign depos- 
its, Mr Rohan Perera, Seyian’s 
general manager, said: “A lot 
of foreign cash from. BCCI Col- 
ombo was sent to the head 
office fin the Cayman Islands) 
and these funds have been fro- 
zen after a receiver was 


appointed.” He said the foreign 
assets were not substantial, 
but declined to give further 
details. 

The 3%-year-old Seylan is 
tiie youngest Sri Lankan bank, 
and has 30 branches across the 
island. Mr Perera said a team 
of 10 senior executives from 
Seylan would help BCCTs Col- 
ombo staff to run the bank “in 
our own s tyle.” 

sgyfTHHiJ.TK; The Seychelles 
government closed the local 
branch of BCCI after most 
depositors withdrew their 
money. 

The Seychelles central bank 
took possession of the BCCI 
branch on July & 

It was placed in receivership 
on Wednesday. 

The Seychelles branch had 
deposits of SRsl22m (£ 14.3m) 
before the Bank of England 
moved to have it shut down on 
July 5. 


The FT proposes to 
publish this survey on 
16 September, 15191. 
It will be of 
particular interest to 
the 130,000 directors 
and managers in the 
UK who read the 
FT. If you want to 
reach this important 
audience, call Clive 
Radford on 0272 
292565. Fax 0272 
225974 or write to 
him at Merchants 
House, Wapping 
Road, Bristol BS1 
4RW. 

Data sourc&BMRC 
B usi i t t us manSunrcy 1990 
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A flatta lasting far six months, day aai 
night. 104 pavilions. Tha vary hast at 


rlvsrs, grovss, fakss, tras-llasd avaanas. 
Tha maatary of Mlohaalaagala, Plhcldo 
Domingo, Copsrsloss and Charlla Chaplin. 
•*■» aaad, faataatlc psopls. Enchanting 
scoaory... And all la ana placa. Savllla, 
Spain. 

EXPO'92 is tbe Universal Exposition in Seville, Spain. 
Tbe event of the century. And certainly tbe greatest fiesta 
the world bos ever known. It has to be experienced. So spread 
tbe word and start making your plans now. Don't miss tbe 
great fiesta -youHbave tbe time of your life. Welt be happy to 
send you all tbe information youll need. Just complete tbe 
coupon bekav and post itto EXPOTOUR1ST SERVICE PO Box 
1992. 41060 Seville. Spain. Alternatively, consult your 
travel agent. We look forward to telling you all about it. 


92 


SEVILLA 


«mr. 





















/ 


FINANCIAL TIMES THURSDAY JULY 25 1991 



UK NEWS 


CHAMBERS OF TRADE SURVEY 


Confidence grows as economic decline slows 


By Peter Norman, Economics Correspondent 


BRITAIN’S economic decline is 
flattening out, but the UK is 
unlikely to see a return to full 
growth until the second half of 
next year, according to the 
Association of British Cham- 
bers of Commerce. 

In their latest quarterly eco- 
nomic survey, the chambers 
found that forward indicators 
of activity improved in both 
the manufacturing and ser- 
vices sectors, while business 
confidence also recovered 
between the first and second 
quarters of this year. They said 
the rate of decline in employ- 
ment and investment appeared 
to be slowing, although there 
was little prospect of employ- 


ment picking up for some time. 

The chambers’ findings, 
-based on a survey of 7,420 com- 
panies with 1.25m employees, 
prompted Ur Miles Middleton, 
die association's president, to 
call for a further early cut in 
bank base rates from their cur- 
rent 11 per cent leveL 

*1 would think it possible tO 
take off a J4 point now or fairly 
soon,” he said. The rate "needs 
to get down to 10 per cent as 
soon as practicably possible. A 
one point cut would boost con- 
fidence," he said. 

The chambers’ latest survey 
was their fourth consecutive 
poll to show Britain in reces- 
sion. But it also suggested that 


the rate of economic decline 
was beginning to tail off 

In the case of home orders - 
the survey’s most important 
forward looking indicator - 
the chambers found that the 
percentage balance of compa- 
nies reporting increased or 
reduced business recovered 
from minus 37 in the first quar- 
ter to minus 31-in the second. 
Among companies in the ser- 
vice sector, the balance 
improved to minus 20 per cent 
from minus 26. 

The outlook for manufactur- 
ers’ exports also improved. The 
balance of companies reporting 
a fail in export orders nar- 
rowed to minus 7 per cent in 


the latest quarter from minus 
24 three months before. 

On business confidence, a 
positive balance of 2Q per cent 
of manufacturers said they 
expected their turnover would 
improve over the next 12 
months against plus 13 per 
cent in the first quarter. 
Among service companies, 26 
per cent on balance expected 
higher turnover compared with 
plus 19 per cent three months 
earlier. 

Expectations of improved 
profits were more muted, how- 
ever, indicating a squeeze on 
margins. Among manufactur- 
ers, a balance cf pins 3 per cent 
said they expected profitability 


would improve against minus 
one per cent in the previous 
quarter. Expectations of 
unproved profits among ser- 
vice companies stayed 
unchanged with a balance of 
plus 8 per cent anticipating 
higher profits over the next 12 
months in each of the two 
most recent surveys. 


The chambers said that if 
the trends of the last quarter 
were to be repeated, they 
would expect home orders in 
the service sector to show a 
positive balance in the second 
quarts of next year and in the 
third quarter of 1992 for the 
manufacturing sector. 


Evidence 

insufficient 


for Piper 


Alpha case 


By Deborah Hargreaves 


SCOTLAND'S senior law 
officer yesterday said he would 
not conduct criminal proceed- 
ings over the Piper Alpha oil 
rig disaster, the world's worst 
offshore accident 3 years’ ago 
in which 167 were killed. 

The decision has provoked a 
storm of condemnation from 
relatives of those who died in 
the tragedy, MPs and union 
representatives. 

Lord Fraser of Carmyllie, 
Scotland's lord advocate, 
revealed his decision in a letter 
to Mr Frank Doran, MP for 
Aberdeen South and an opposi- 
tion Labour spokesman for off- 
shore policy. 

Lord Cullen who conducted 
the public inquiry into the 
disaster had found "significant 
flaws" in the way safety had 
been managed by Occidental 
Petroleum, the operator of the 
Piper Alpha field. 

But Lord Fraser pointed out 
that he had found no “direct 
evidence as to what happened 
and that accordingly proof was 
dependent on inference from 
the evidence." 

“As you know very little 
equipment or physical evi- 
dence could be recovered and a 
number of key personnel on 
duty at the time of the disaster 
tragically lost their lives," 
Lord Fraser wrote. 

Mr Doran believes, however, 
that Lord Fraser has focused 
on the lack of evidence for 
charging the company with 
manslaughter. 

The Piper Alpha rig exploded 
in 1988 after gas escaped from 
a valve under repair. The sub- 
sequent fire wiped out the 
emergency equipment making 
it almost impossible to escape 
when the rig blew up into a 
fireball 

Lord Cullen’s report recom- 
mended Large-scale changes in 
safety management in the off- 
shore oil industry and compa- 
nies are still in the process of 
carrying out those recommen- 
dations. 

Mr Ronnie Macdonald, who 
heads an unofficial offshore 
workers group said the deci- 
sion will lead to much cyni- 
cism among offshore oil work- 
ers and “it is bound to have a 
negative impact on the devel- 
opment of a post-Cullen safety 
culture." 


HOUSE OF COMMONS 


Labour takes tough line on far left 


By hro Daw nay, Political Correspondent 


LABOUR, the UK opposition 
party, suspended a further 73 
party members yesterday and 
called on Mr Terry Fields and 
Mr Dave Nellist, the MPs for 
Liverpool Broad Green and 
Leicester Bast, to answer 
charges of being members of 
the so-called for left Militant 
Tendency. 

The new purge - bringing 
the total suspended this month 
to 145 - means it is all but 
inevitable that both MPs will 
be precluded from standing as 
official party cam mat es at the 
next general election. 

The crackdown by the ruling 
national executive of the 
Labour party follows directly 
from the Liverpool Walton 
by-election, when Ms Lesley 

Mahmood, a Militant-support- 
ing member of the bard left, 
ran against Mr Peter Kilfoyle, 
the nffiria 1 party candidate for 
Labour. 

By extending charges of 
belonging to a proscribed 
organisation to Mr Nellist, the 
leadership has a gate signalled 
that it will deal mercilessly 
with anyone suspected of Mili- 
tant links . Its decision comes 
in defiance of the hard-left 
C ampaig n group of backbench 
Labour MPs who have pledged 
to fight any efforts to suspend 
their colleagues’ party mem- 
berships. 


Few Labour MPs believed 
that Mr Terzy Fields, serving a 
60-day prison sentence for ref- 
using to pay his poll tax, could 
escape tne investigation, 
launched formally last week. 

But some soft-left MPs had 
hoped that Mr Nellist, who is 
widely respected for his parlia- 
mentary work, might not face 
similar charges. 

Both men mast now attend a 
meeting of the executive in 
September where they will 
hear detailed allegations that 
they are active members of 
Militant, the Trotskyite group 
dubbed “the parly within the 
party." 

If, as is now thought inevita- 


ble, the September executive 
meeting orders a hearing by 
the party’s national constitu- 
tional committee, both MPs 
will be suspended from full 
membership and hence ineligi- 
ble to contest the coming gen- 
eral election 

Their constituency parties 
will be ordered to select new 
candidates. 

Party officials said that 
efforts to exempt Mr Nellist 
from action foiled when evi- 
dence showed a prime facie 
case against him through his 
writings In Militant newspaper 
and his links with the MUitant- 
backed Anti-Poll Tax Federa- 
tion and Youth Trade Union 


Liberals prepare shift in policy 


THE LIBERAL Democrat party Is p reparing for a “fundamental 
shift” In Its economic policy towards a strongly tree-market and 
pro-competition stance, Mr Paddy Ashdown, party leader, said 
yesterday writes Ralph Atkins. He said that he hoped to “out- 
flank" the Conservatives with a re-worked economic policy 
under which British Telecom would be broken up and - possi- 
bly - the Post Office monopoly ended. The economic paper is to 
be published next month. Liberal Democrats will also urge a 
move away from the taxation of labour and wealth towards the 
taxation of resources largely as part of a environmentally-driven 
package of proposals. Mr AShdown wants to consolidate progress 
he has made lit rest ori ng morale and electoral credibility since 
the demise of the former Alliance parties. Local election results 
between January and June put party support at about 30 per 
cent Party accounts are expected to show its cumulative deficit 
by the end of the last nmmHni year bad been cot by £850,000. 


Rights Campaign. 

Vigorously supporting the 
move, Mr Neil Einnock, the 
Labour leader, said: “I am a 
member of the democratic ten- 
dency". 

He went on to add: “There is 
no room in this party for any- 
one who supports a pro- 
gramme, policies and princi- 
ples that are different from 
those of the Labour party." 

The national executive also 
voted to order 13 suspended 
members of the Lambeth 
Labour party, including the 
former council leader, Ms Joan 
Twelves, to appear before the 
constitutional committee. 

All the purges are aimed at 
preventing the Tories making 
any further electoral capital 
out of claims that Labour still 
provides a refuge for the revo- 
lutionary left 

• Mr John Smith, the opposi- 
tion Labour spokesman on the 
economy, launching an attack 
on the the government for 
causing a deep and damaging 
recession, highlighted the 
record number of business fail- 
ures, and the fact that unem- 
ployment had risen “inexora- 
bly” for 15 successive months. 

He said a succession of infla- 
tionary own goals and other 
errors had made the govern- 
ment “uniquely responsible for 
tiie recession". 


Public debut for accounts watchdog 


By DaWd Waiter 


THE fund-raising device that 
led Saatchi & Saatchi dose to 
the brink of bankruptcy earlier 
this year will be rendered obso- 
lete today by the Financial 
Reporting Council (FRC), the 
UK’s accounting watchdog. 

The decision is one of three 
separate FRC announcements 
today, among its first public 
actions since it was established 
a year ago. 

The most important is a rul- 
ing from the PRC’s Urgent 
Issues Task Force - which has 
statutory powers to crack 
down on creative accounting - 
requiring companies to 
account for the interest cm con- 
vertible bonds in a conserva- 
tive way. 

The late 1980s saw a flood of 
convertibles with “put" 
options, which gave purchasers 
t hei r money tack if the com- 
pany’s share price did not rise 
for enough. In return, purchas- 


ers accepted a low interest 
rate. 

Issuing companies - such as 
Saatchi & Saatchi, the advertis- 
ing agency - thought a rising 
share price meant that the 
“put" would never be used. 
When their share prices M , 
the risk of repayment suddenly 
appeared threatening. 

Today’s task farce ruling wlU 
remove much of the Incentive 
for raising capital in this way. 
It will require companies to 
account for the full cost of the 
borrowings, taking into 
account the impact of conver- 
sion or redemption. 

“The whole point of these 
schemes was to increase 
reported profits and to keep 
liabilities down," said Prof 
David Tweedie, the chaiT 7*i an 
of the Task Force and of the 
Accounting Standards Board, 
the FRC’s main rule-setting 
body. “This measure will 


profit 

increase liabilities. It will slam 
the door on these schemes.” 

The ruling will have little 
retrospective effect, as most of 
the 1980s issuers have now 
taken steps to cope with the 
problem. Saatchi & Saatchi, for 
example, has refinanced its 
convertible; others have made 
provisions against the need to 
repay the bonds. The FRC 
wanted to make sure the prob- 
lem did not reappear when the 
economy recovers, however. 

The FRC is announcing two 
other actions today. 

• Its offshoot the Financial 
Reporting Review Panel has 
asked over 100 listed compa- 
nies why they have foiled to 
state whether their accounts 
have been prepared in accor- 
dance with applicable account- 
ing standards. The Companies 
Act 1989 requires companies to 
make such a statement, and to 


explain any departures from 
the standards. The panel’s let- 
ter reminds companies that it 
can take them to court to force 
a change in the accounts, and 
that their directors may have 
to foot the legal bills. 

• Sir Ron Dealing, chairman 
of the FRC, has written to the 
chairmen of all 2,500 listed 
companies reminding them 
that the Companies Act 1989 
has “significantly widened the 
liability of directors in relation 
to a company’s accounts". 

The FRC and its panoply of 
new institutions and legal pow- 
eres replaced the old Account- 
ing Standards Committee after 
a period of mounting concern 
about the quality of companies' 
accounts. Today's initiatives 
appear to be designed to bring 
home to the OK corporate sec- 
tor that the new powers will be 
used in earnest to tackle 
shoddy accounting. 


BRITAIN IN 
BRIEF 



British Coal 


earnings 

rise to £78m 


British Coal repeated earnings 
of £78m for the year ending 
March 1991, the company’s 
first profit for thirteen years. 
Operating profit was up nearly 
80 per cent, after productivity 
gates and cost cutting. But 
in a cautious speech, Mr Neil 
Clarke, the company’s 
pjiahuiim , said that although 
the company was “in good 
shape," for privatisation, it 
still had some way to go. 
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Army cleared 
over war deaths 


A Board of Inquiry has 
exonerated British armed 
forces from any blame in the 
Gulf war incident that saw 
r<rnp soldiers kill ad and 11 
injured by “friendly fire”, Mr 
Archie Hamilton, the armed 
forces minister, has revealed. 

It remains unclear, however, 
why two US A-10 pilots 
mistook the two British 
Warrior armoured vehicles 
for Iraqi forces. 


A TRADITIONAL part of the UK’s racing scene faces an 

lureertata future. A committee of MFS h» reconmjMdedfoiittte 

relationship between the Horserace Totahsator Board, kiwvm as 
the Tote, which operates betting at racecourse* , and^ ft* ttwrcnr 
ment, should be redrawn. Instead it has caBedfor an eod to the 
gov ernment ’s involvement which should be vested in the racing 
industry instead. The Tote comprises 140 off-course betting 
shops, a credit betting business and on-course pool-betting. 
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Energy study 
costs to be met 


NIE group 
reports profit 


Investment 


The government is to pay half 
the costs of a £120,000 detailed 
study of renewable energy 
potential in north-west 
En gland, Mr Colin Moynihan, 
the energy minister, has said. 


planoomidaed RR worl[ers 


The government is considering 
proposals for a new collective 
investment vehicle, the 
open-ended investment 
company, In response to 
concern that investment 
business is being lost to 
offshore centres such as 
Luxembourg. The Unit Trust 
Association, representing 
established open-ended mutual 
funds, has submitted proposals 
totheDTL 


vote on pay 

Rolls-Royce workers in plants 
around the country are voting 
to accept a nine-month pay 
freeze to an attempt to prevent 
compulsory redundancies. 
Manual workers in the east 
Midlands, including Derby 
where the aerospace company 
has its largest plant, Joined 
the list of plants which have 
accepted the proposal. 


Northern Ireland Electricity 
(ME), the state-owned utility 
due to be privatised next year, 
has reported a record historic 
cost profit after tax of £84 Jm, 
compared with £64. lm the 
previous year. The 
improvement was mainly due 
to the successful purchasing 
of oil, the company’s main fuel, 
at low cost, said NIE. Even 
during the Gulf war, NIE 
managed to buy oil more 
cheaply than in the previous 
year. 
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Virgin to fly 
S Africa route 


Food premises 
escape fines 


Over 12JJ00 food premises with 
below standard hygiene are 
escaping prosecution by local 
authority environmental 
health departments claims the 
Audit Commission which 
monitors local government 
efficiency. The commission 
estimates that over 15,000 food 
premises - canteens, 
restaurants, East food 
takeaways - could face 
prosecution each year but only 
3,000 are prosecuted. 


Industry spends 
£7.6bn on R&D 


Virgin Atlantic Airways has 
been awarded a licence by the 
Civil Aviation Authority to 
fly between London and 
Johannesburg, South Africa. 
Virgin said services would 
start by the beginning of 1993. 


- 


A record £7.6bn was spent on 
research and development in 
industry in 1989, according 
to government figures. The 
figures also showed 
government spending of £i8bn 
on research and development 
in 198990. The Ministry of 
Defence spent £2JSbn, the DTI 
£7l9m. the Department of 
Energy £166m, and the 
Department of Education and 
Science £75m. 


Coutts to cut 
300 staff 




Coutts, the private banking 
am of the NatWest Group, 
is preparing to shed up to 800 
jobs from its 2,000-strong UK 
workforce. NatWest said that 
the cuts were part of a general 
reorganisation of the bank's 
operations. 





Support for 
-free 


duty- 


The government is to support 
retention of duty-free 
shopping within the EC for 
“a substantial period” after 
the completion of the 
European Single Market after 
1992. Brussels has proposed 
that duty-free allowances for 
travellers between member 
states should cease as port 
of the single mark et. 


Met Office 
beats targets 


CBI urges 
more roads 


The Meteorological Office has 
beaten its financial targets 
during its first year of 
independence as an executive 
agency according to its annual 
report In addition, an 
accuracy rate of 84 per cent 
is claimed for the information 
supplied for weather forecasts 
on television and radio: 1 per 
cent above the target figure. 


The Confederation of British 
Industry has urged the . 
government to take advantage 
of a sharp fall in construction 
costs to build more roads. 
Surplus capacity in the 
construction industry means 
that contractors, have been 
tendering for transport ; 
projects at prices 20 to 30 per 
cent below estimates. 


Government 
floats plans 
for labour 


Tories aim to keep the pressure on the trade unions 


Michael 


UNIONS would have to give 
seven day’s notice of their 
intention to hold a strike and 
would Dace tighter controls on 
the way they ballot on indus- 
trial action under changes to 
employment law proposed by 
the government yesterday, 
writes Mike Smith. 

The Labour party dismissed 
the package as irrelevant and 
the Liberal Democrats said 
there was no justification for 
it. Among union leaders, Mr 
Alan Jtoktoson, general secre- 
tary erf the Nalgo public ser- 
vices union, accused the Con- 
servatives of “playing the tired 
did union card to gain popular- 
ity." 

The Institute of Directors 
gave firm backing to the pro- 
posals, saying they would 
increase protection for busi- 
nesses and individuals against 
disruption erf essential services. 

Among 26 proposals in the 
discussion paper, one, fore- 
shadowed In the Citizen’s 
Charter on Monday, would 
introduce a new right for indi- 
viduals to take legal action 
against unions for unlawful 
industrial action which dis- 
rupts public services. Other 
proposals include: 

• Giving increased powers to 
the independent Certification 
Officer to investigate misman- 
agement of union finances. 

• Forcing unions to conduct 
strike ballots by postal ballot, 
except possibly where less 
than 50 employees are 
involved. 

• Reversing the present statu- 
tory presumption that a collec- 
tive agreement between an 
employer and unions is not 
legally binding. 


M R MICHAEL 
HOWARD, employ- 
ment secretary, was 
yesterday at pains to stress 
that his discussion paper on 
employment legislation was 
not designed to be anti-union. 

But even if the primary aim 
is to empower individuals, the 
Tories dearly believe they can 
benefit by keeping the pressure 
OH the nrrirms to change and 
highlighting what it sees as 
their shortcomings 
The effect of the proposed 
legislation on the way unions 
operate would be less severe 
than other employment laws 
introduced since 1979 bat it 
could none the less weaken 
their finances and authority. 

Mr Howard is gambling that 
there is still enough public 
antipathy towards unions for 
the issue to win his party votes 
at the next election. 

Inevitably in a discussion 
paper which contains 26 
suggested legislative changes, 
some proposals would have lit- 
tle practical effect The plan to 
make collective agreements 
legally enforceable may foil 
into this category. 

The likelihood is that most 
employers would want to opt 
<rat of this arrangement by pla- 
cing escape clauses in the 
agreements, as they (fid when 
a previous Conservative gov- 
ernment introduced a similar 
measure in the early 3970s. 

In recent years it is emp 
era rather than unions w 
have sought to break agree- 
ments. If the deals were legally 
binding it would severely limit 
their ability to vary redun- 
dancy provisions, as ITN did 
recently, or impose 
freezes as Rolls-Royce recen 
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Smith, Labour Correspondent, looks closely at the government’s new published proposals for organised labour 

chairman, have been attem 



tried. 

The majority of yesterdays 
proposals make life more diffi- 
cult for unions rather than 
unbearable. 

Provisions to tighten con- 
trols on financ es, to require 
unions to provide more infor- 
mation for members and to 
force them to carry out postal 
rather than workplace, ballots 
on industrial action foil into 
this category. 

However, two proposals 


stand out as presenting partic- 
ularly severe problems. One, a 
requirement that union mem- 
bers must assent at least annu- 
ally to union dues being 
deducted from wages by 
employers, could result in a 
severe decline in membership. 

In the last three decades this 
method of collecting dues has 
gradually replaced collection 
by offlri a l fl and activists and is 
significantly more efficient. 
The fear among unions is that 


members will baulk at si g nin g 
check-off authorisations if, say, 
they are dissatisfied with a 
recent pay deal or more sim- 
ply, are short of cash. 

The second problem is pres- 
ented by the government’s pro- 
posal to give workers the right 
to belong to a union of their 
choice, a measure which would 
strike at the heart of one of the 
Trade Union Congress's mate 
roles, that of regulating and 
policing the flow of people 


from one union to another. 

A weakened TUC would not 
be a cause for regret for Mr 
Howard, but the employment 
secretary insisted yesterday 
that the aim of the green paper 
was to empower the individual 

In the coming months the 
government is likely to push 
Its employment Legislation 
reforms, including what it sees 
as improved union democracy 
and increasing the rights of 
individuals to sue unions, as a 


logical extension of the Citi- 
zens Charter. 

However the debate will be 
judged against the wider issue 
of whether the unions are still 
too powerful Following the 
1978*9 winter of discontent, 
which helped to bring down 
the Labour administration, the 
unions were a prominent issue 
in the 1983 election but less so 
four years later. 

Mr Howard and Mr Chris 
Fatten, Conservative Party 


chairman, have been attempt- 
ing to ensure it figures highly , 
in the forthco ming etefttifln by 
making repeated attacks on 
union “domination" of the ■ 
opposition Labour Party strac- - 
tines and, in particular, their : 
role iu . persuading Labour lead- ■ 
ers to adopt a minimum "wage 
poUcy. That is a proposal 

which they claim could cost op " 
to 2m jobs. 

Opposition leaders believe 
raToriranmy be going too for 

m their attacks. They point to 

apoH. commissioned by the 
TUC and published earlier tins • 
week, which showed that . ozOy 
■ 2 the members of •=' 

tne public questioned sup-' 
ported legislation to limit 
union rights further. 

.ti the coming debate much' 
will depend on. the attitude:'# 
employers. Unlike previous 
conservative Legislation, yesr 
terry’s package of- proposed 
reforms has- not emergedas -a 
resu J £ request for action by 
employers and some are con-- 1 
cemed about, the- effects the • 
proposals would have on fodns- 
frfol relations. 

For example, the cKsmanlt -' 
fog of the Brldlingtop rates, - 
under which affiliate: unions 
prevented from taking dls- \ 
satisfied membera>7froBi' 
another union, would - be $ 
opposed by many it they^~- 
beneved couMlead to 
union tivalries in the 
place, r . - - . . . . . « 

. An. outcry from- en 
asems unlfltety. None 

they, will wat " 
derate on.- the 
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Lady liberty 




Women are gifted in handling liberty. They manage careers as well 
as their personal lives. For them, being free is being true to themselves 

in whatever they choose to do. They also want assurance that tomorrow they can 
continue to enjoy this liberty, and be able to pass it on to those they love. 

A well-managed trust, attentively handled by people who 


can assure its long-term value, is their way of remaining free. 
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TECHNOLOGY 


Steven Batter reports on a high-speed Japanese 
phone system that simulates live conferences 


Video meeting 


of the minds 


N ippon Telegraph and 
Telephone (NTT), 
the privatised Japa- 
nese telecommunica- 
tions company, has developed 
a futuristic video-conferencing 
system for a futuristic tele- 
phone system that It hopes to 
have installed and running in 
Japan by 1996. 

The conferencing system 
will allow the connection of up 
to 20 separate remote video ter- 
minals at the same time, and 
has all sorts of wizardry aimed 
at simulating the functions 
and feel of a live conference. It 
is a triumph of engineering, 
but also an illustration of how 
Japanese companies are dedi- 
cated to the advance of tech- 
nology. even when commercial 
viability is questionable. 

Today’s generation of 
advanced, high-speed, phone 
circuitry, and the video-confer- 
encing technology to go with 
it, have been a commercial dis- 
appointment in Japan and else- 
where. 

NTT has connected only 
about 36JJ00 subscribers to its 
integrated services digital net- 
work (ISDN) service, which 
enables users to transmit voice 
and data down a single phone 
line simultaneously, at data 
speeds of 64 kilobits a second. 
The company blames the 


high cost of conn e cting to the 

digital service, which, in 
Japan, requires the Installation 
of optical fibre cables. It also 
blames the lack of suitable 
applications for the failure of 
the technology to catch on. 

ISDN is offered on dial-up 
telephone lines. While this 
gives the service great flexibil- 
ity, it does not match the speed 
and capacity of the dedicated 
private lines which many large 
companies have installed for 
se nding computer data. 

NTT’s future videoconferen- 
cing facility, which it calls Per- 
sonal Multimedia-Multipoint 
Teleconference System 
(PMTC), is a huge advance 
over existing systems because 
it allows the connection of ter- 
minals in several locations, 
and far more flexibility in han- 
dling simultaneous video 
images, sound, text, and data. 

PMTC is designed to be used 
in conjunction with broadband 
integrated services digital net- 
work (B-1SDN) lines. This is 
the next generation of the 
ISDN system which allows for 
greater speed of data transmis- 
sion. 

NTT’s new video conferenc- 
ing facility, for example, uses a 
l55Mbits per second (155m bits 
per second) interface, com- 
pared with the 2M bit per sec- 


ond in the typical dedicated 
phone line used by many large 
companies. 

The greater speed of data 
transfer increases the volume 
that can be transmitted, 
improves the quality and 
broadens the flexibility of the 
system. 

NTT is planning to lay 
cables for B-fiSDN to Japan's 
major cities by 1996, and is cur- 
rently working on components 
such as the telephone switch- 
ing systems. It claims the 
PMTC is the first experimental 
application system to be devel- 
oped for B4SDN. 

The equipment is design e d 
to hook into a desktop work- 
station aimilar to those DOW 
used in everyday business. It 
should be capable of simulat- 
ing the flexibility of an actual 
conference environment, 
where participants can pass 
notes, hold private conversa- 
tions and pass messages with a 
nod and a wink. 

The PMTC offers what NTT 
calls three different conference 
spaces - common space acces- 
sible to all participants, a 
closed space for private com- 
munication with one or more 
participants, and a personal 
space for creating personal 
memos or Handling incoming 
phone calls. 



Urban transport 


A smooth and silent 
ride on the rails 


Roy Garner continues a series by examining 
Japan’s magnetic levitation train 

T atthing a magnetic levttationtrain its a 

/ nass by. it is easy to imagine a time in up to 40Qkph- S& hopes to Mifeve . 


To accomplish this, the 
PMTC video screen can be sub- 
divided into 11 tetevision-qual- 
ity video scenes where individ- 
ual scenes can be expanded, 
shrunk, trimmed or moved 
about the display. Sound can 
be linked individually to each 
image window. 

The terminals are linked not 
through a central processing 
nrrit, but separately with each 
terminal participating in the 
conference. Hus increases the 
flexibility of communication 
since processing is not concen- 
trated in a single unit where 
processing capacity may be 
under strain. 

The video images have also 
been improved by means of a 
variable bit rate coding system 
for transmitting video images. 
Normally when video images 
are transmitted in digital sig- 
nals, only the change in an 
image is transmitted. When 


movement is great, the volume 
of data can strain the system, 

teattirtg to a da grnflaHnn Qf Hw 

video image. 

The very versatility of the 
system, however, could itself 
prove a big obstacle to replac- 
ing the live conference. This is 
because of the extreme com- 
plexity of trying to use a key- 
board to control the flow of 
video, audio, text and data 
simultaneously to more than a 
few destinations. 

Managing this kind of hand- 
eye coordination while trying 
to participate in a conference 
intelligently and efficiently 
may be asking too much. And 
what happens if a slip of the 
wrist accidently sends a sly 
Tnocc ngP about the ^hafrimm to 
the wrong recipient? 


Two articles on ISDN in France 
and Scotland appeared on 
Tuesday's Technology Page. 


S omething close to perpet- 
ual motion has been 
achieved by Japanese 
superconductivity researchers 
in their development of a mag- 
netically levitated disc, which 
can operate as a friction-free 
spinning flywheel - the 
mechanical device used to 
smooth out energy delivered in 
bursts, as in a piston engine. 

Once levitated, the floating 
disc spins unhindered by fric- 
tion. But seekers after this 
holy grail of perpetual motion 
must be cautioned that a con- 
stant supply of energy is 
required in the form of liquid 
nitrogen to produce the super- 
conductive state. 

Masato Murakami, head of 
the research team at the Super- 


The flywheel takes flight 


conductivity Research Labora- 
tory of the Ministry of Interna- 
tional Trade anH Industry 
(MW), explained that although 
superconductive levitation 
techniques have a variety of 
applications, the main objec- 
tive of the present research is 
improved energy storage. 

“Flywheels used to store 
energy can be applied widely 
in power utility systems. In 
summer, electricity demand Is 
highest during the daytime 
while it is low at night. During 
the low-demand night period, 
electricity can be stored using 
flywheels and discharged at 


peak hours," says Murakami 

The research team, which 
has been working together for 
two years, used yttirlum-bas- 
ium-copper oxide ceramic 
materials, coded to a tempera- 
ture of 77 deg Kelvin (77 
degrees above absolute zero), 
to raise a 30cm diameter alu- 
minium disc with con- 
centric arrays of powerful per- 
manent magnets. 

The disc was made to turn at 
3,600 rpm, held In place by 
“flux-pinning”, a technique in 
which repulsive and attractive 
forces are applied alternately. 
When a plain metal disc weigh- 


ing 30 kgs was bolted on top of 
the smaller floating disc, the 
resulting friction-free "fly- 
wheel" produced stored energy 
equivalent to 100 kilowatts per 
hour - mechanical energy 
which can be discharged as 
electricity using a conven- 
tional generator. 

The researchers demon- 
strated the basic levitation 
technique last year, but the lat- 
est achievement - high speeds 
and stable flux-pinning - 
came through the use of much 
stronger magnets, supplied by 
Sumitomo Special Metals. 

These magnets are made 


from a compound of iron, 
nedoymium a nd boron and are 
deemed safe for use with heavy 
floating discs. 

“To increase the energy stor- 
age capacity you need only to 
increase the radius of the fly- 
wheel, and the maximum fly- 
wheel weight depends solely 
upon the strength of the disc 
itself." Murakami notes, point- 
ing out that his team plans to 
test a three-metre diameter, 
500 kg disc early next year. The 
frictionless flywheel was 
recently demonstrated in 
Tokyo and the institute has 
already received an inquiry 
from the US National Aeronau- 
tics and Space Administration. 


Roy Gamer 


W atching a magnetic levitation train 
pass by, it is easy to tmaghie a time in 
the fhture when people will tefl thetr 
gran dchild ren about the romantic days when 
railway carriages ran on wheels. Riding aboard 
a maglev - during test runs of Japan’s HSST 
(high-speed surface transport) - one is left 
wondering not if this time will come, merely 
when. 

Maglev trains hold the promise of exception- 
ally smooth, very fast and silent journeys, no 
pollution and low Tnaintemifn-g costs. The HSST 
rail guideway Is well-suited for urban use 
because it is cheap to build and - a very 
important factor in Japan - occupies little 
land with its f li ng pfflars. 

It could prove particularly attractive for 
underground transportation since it lit- 
tle nofoe and the tun- __ 

nels needed are about *^|' 1 ^ 

one-third gmaltar than 
conv en tional bores. N. 

Moreover, because 
HSSFs levitation mag- ;!fT — 

wp fs , i tpMr prop ulsion 
motor and guidance W ..." 

system are fixed along *. ‘ ; 

the length at the car, - * wj/ ' 0 

allowing for even dls- '' "* yv 
tributlon of the 
vehicle’s body weight, 
the train can safely ' 
negotiate very small 
curves and tackle steep 
gradients. 

Hiroshima’s local 
government has funded 
a feasibility study for 
an HSST line to link 
. tiie new Hiroshima air- 
port and the city centre, 52kms away. Yui Kit- 
taka of HSST says that it would take only 20-24 
months to bufld. 

But perhaps the most promising HSST routes, 
says Kittaka, would connect Tokyo with Its two 
toternatimiri airports, at Wangda and Narita. If 
HSST were allowed to bufld a Tokyo-Narita 
route, he dating, it could cut the present 60 - 
mimzte journey to 20 minutes. 

Japan’s maglev development dates bade to 
the 1960s and comprises two separate pro- 
grammes founded on different technologies. 

The HSST maglev floats just three-eighths of 
an inch (1 0mm) above a T-shaped guidew ay by 
means of magnetic attraction, gaining lift from 
electromagnets at the base of tb vehicle. Pro- 
pulsion comes from on-board linear induction 
motors with power collected from a third rail. 

The alternative Japan Railways (JR) maglev 
works by magirgHc repulsion, using on-board 
superco nd uctive magnets to hover four Inches 
above a guideway fitted with magnetic coils. It 
is propelled by a linear synchronous wave cre- 
ated by motors built into the track. 

The principal advantage of the JR maglev is 
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new 4&ki2omeire test track now under con- 
struction in Yamanashl prefecture- 
“bEThsST. however, ta. £eadj a ‘ 
isikpfa, and Its developers data “®Jr 

nmSmfortaMy at SMkpkHmy add 
alternative propulsion system Hghtweignt 
gas turiripes are under study - ; te J ncor 5 ?S£^ 
there would be almost no ultimate speed taut. 

In Japan the implementation of magtev tech- 
nology is rapddly becoming one erf M gh-teve l 
political debate. With urban 
hardy able to expand because of protobmve 
land costs, and with environmental issues such 
as noise and energy consumption newly emerg- 
ing as a political constraint, the need for trans- 
port policy initiatives is pressing. For the Jaga- 
m»e government the 
difficulty lies in 



choosing between the 
two maglev systems. 

Ttyi government, see- 
ing a way of paying off 
the pre-privatisation 
deficits of the national 
railway networks, has 
traditionally supported 
JR. However, the 
advantages of the HSST 
maglev are fast becom- 
ing too significant to 






MANAGEMENT: Marketing and Advertising 


Paul Betts investigates the price war among airlines crossing the North Atlantic 


Flying in the face of reality 


M idsummer madness is 
how Richard Branson 
describes the current 
air fares war across 
the North Atlantic. 

His airline, Virgin Atlantic, has 
just launched what it claims to be 
the lowest fares offered during the 
peak summer season between the 
UK and the US for more than 10 
years. Virgin economy passengers 
can now fly the Atlantic to New 
York or Boston for £149 for a 
one-way ticket. If they travel in 
Upper Class, the business cabin, to 
Boston or Los Angeles they can 
take a friend free of charge. 

The Virgin cheap fares offer 
which began two weeks ago and 
continues until September 15 came 
a week after the airline celebrated 
its first flights out of Heathrow with 
a huge party at the airport with 
rock bands, barbecues, and a fair- 
ground atmosphere. Two months 
earlier, British Airways, the princi- 
pal resident airline at Heathrow, 
launched what it called “the world’s 
biggest offer” flying passengers free 
on all its flights on St George's Day, 
April 23. 

Since then, BA has unveiled a 
£10m package to improve its North 
Atlantic service which includes new 
lounge and check-in fa rflMes in the 
US, new catering services In busi- 
ness dass, more Heathrow ground 
staff and faster security and immi- 


gration clearance at terminal 4, 
which serves BA’s interomtinental 
flights . 

US rivals of the two UK carriers 
have not stood stfll They too have 
been multiplying offers and induce- 
ments to passengers including free 
flights for partners flying with a foil 
fere-paying business or first class 
passenger, lower fares in economy, 
and bonus on th«ir frequent 
flier programmes - an increasingly 
important element in the marketing 
arsenal of alrHnes 

Airlines have traditionally waged 
a fierce war to win passengers and 
market share on transatlantic 
routes, one of the most lucrative 
sectors in the world airline market 
But competition hag intensified this 
summer for two fundamental rea- 
sons: airlines are desperately trying 
to stimulate a recovery In air travel 
after the slump caused by the eco- 
nomic recession and the Gulf crisis; 
at the same time, the UK govern- 
ment’s derision to ahnlkih the Old 
London air traffic distribution rules 
has opened up Heathrow to more 
airlines and greater competition. 

Under the old rules, only carriers 
which were serving Heathrow 
before 1977 could fly in and out of 
the world’s busiest airport in terms 
at international passenger volumes. 
The government felt the restriction 
undermined its efforts to promote a 
multi-airline industry in the UK and 


threatened to distort the country's 
“open dries" policy. 

Simultaneously, the government 
also renegotiated its bilateral avia- 
tion agreement with the US to allow 
United Airlines a nd American Air- 
lines, two of the strongest and big- 
gest US carriers, to replace Pan Am 
and TWA. two of the weakest, at 
Heathrow. Although United and 
American acquired the Pan Am and 
TWA London routes for $290m and 
3445m respectively, they would not 
have been able to fly into Heathrow 
unless the rules were changed. In 
return for allowing these two US 
carriers Into Heathrow, the US 
authorities agreed to give UK carri- 
ers greater access into the domestic 
market across the US. 


T hese significant changes in 
the regulatory environment 
enabled United to start serv- 
ing Heathrow in ApriL The airline 
is now operating more than 50 
flights a week across the Atlantic 
from that airport. American 
launched its Heathrow services this 
month with 63 weekly services at 
the same time as Virgin began its 
own Heathrow operations to Los 
Angeles and New York. 

The arrival of American, United 
and Virgin are clearly putting pres- 
sure on BA’s operations across the 
North Atlantic; traditionally tfraafl 

have accounted for a significant 


share of the airline’s revenues and 
profits. Indeed, the North Atlantic 
accounted for £I.6bn of BA's SAJba 
revenues last year. 

Moreover, BA is also feeing com- 
petition at its home base of Heath- 
row with the decision of several 
international airlines such as 
Cathay Pacific and AH Nippon Air- 
ways to transfer some of their Gat- 
wick services to Heathrow. 

Robert Crandall, the American 
Airlines chairman, said at the 
launch of his company's new trans- 
atlantic services mat the competi- 
tion BA now faced at Heathrow 
would increase the overall market 
by stimulating more travel, in par- 
ticular across the Atlantic. 

However, in the short term the 
alrHnna are Still struggling to fill 
their aircraft, esperiafiythieir pre- 
mium first and business riaaa cab- 
ins where they earn the best yields. 

In contrast, volumes at the back 
and of tha aircraft are now quite 
strong. But this is small consolation 
for airlines since yields in the econ- 
omy section are currently 
extremely low. Heavy discounting 
and tha largo number of passengers 
raahing in their frequent ffiar air 
miles or taking advantage of two- 
for-one ticket offers on some air- 
lines have severely eroded yields. 

There are few encouraging signs 
of a rapid rebound in high yielding 
business traffic. Pressure on corpo- 





TU for Mb In return for allowing 
agre e d to ghre UK carriers gras 


to the US 


rate travel budgets has resulted in a 
large number of businessmen trad- 
ing down from first dass to busi- 
ness class or from business class to 
economy. 

A recent survey an business air 
travel carried out after the Gulf war 
by the International Air Transport 
Association has also shown that 
about one third of the businessmen 
interviewed on both sides of the 


Atlantic had reduced their travel 
during the Gulf war, many by at 
least 50 per cent But the main rea- 
sons for the cutbacks were the gen- 
eral economic situation, not only 
because of fears over terrorism. 

These disturbing trends have fur- 
ther fuelled the current a i rt i me mar - 
keting and advertising blitz on 
transatlantic routes from Heathrow. 

The question is how long will tills 


will ulti mately be able to sustain 
the current cutthroat competition? 

So far this year, airtines have lost 
$25bn on their international sched- 
uled passenger services. Even If 
traffic does eventually return to 
normal industry growth rates, air- 
hue yields will have to improve dra- 
matically If carriers are to return to 


I n Prague’s embassy quar- 
ter, there are large mil- 
boards featuring abstract 
watercolours vaguely reminis- 
cent of trees and rivers. 
Squeezed in a comer, the 
words “The future is with us” 
lie next to the Procter and 
Gamble logo. 

Procter and Gamble's mes- 
sage, albeit somewhat obscure. 
Is about to be spelled out more 
dearly for Czechoslovak con- 
sumers. In the company’s 
office scripts of potential televi- 
sion adverts ri g im i th p market- 
ing campaign soon to be 
launched in Czechoslovakia. 

Procter and Gamble will not 
just be marketing its own prod- 
ucts, however. Instead, the 
company's mid-term success 
pivots around its investment in 
an existing local brand. 

Rakona, the Czech detergent 
company which P&G bought 
for $2Qm a month ago - the 
first outright purchase of a 
Czech company by a western 
manufacturer - holds a vir- 
tual monopoly in Bohemia and 
Moravia, which together 
account for two thirds of the 


Soft soap and hard sell in Czechoslovakia 


and the abflfly of a company to 


Ariane GenOlard reports on Procter & Gamble’s plans for its new domestic detergent maker 


national market 

The monopolistic system 
developed under communist 
rule wm serve P&G well In its 
first years in Czechoslovakia. 
Ask anyone in the Czech 
repuhKc what detergent means 
and they will answer Rakona. 

Procter and Gamble intends 
to use this advantage as much 
as possible. “The reason for 
investing in a local company is 
that you can build on the 
potential of the local brands. 
You have of course to evaluate 
the value-for-znoney of these 
brands and mate* sure *hat t at 
this retail price, they are prod- 
ucing decent quality,” explains 
w illiam Harter, director of 
Procter and Gamble In Czecho- 
slovakia. 

Moreover, tha local market 
will grow, it says. In 1990, 
Rakona had a turnover of 
roughly 900m Koruna (£l7.5m 


at the commetical rate) and 
sold 60,000 tons of detergent It 
Is estimated that this market is 
30 per cent underdeveloped. 
Growth in consumers* incomes 
should allow consumption to 
rise significantly, says Procter 
and Gamble; it has pledged a 
further $24m (£i4.2m) to 
upgrade the manufacturing 
technology over the next four 
years to increase Rakona’s pro- 
duction. 

Per capita consumption of 
detergent in Czechoslovakia 
averages 8 kilos a year. White 
tins is relatively low compared 
with most industrialised 
nations , it remains above that 
of many southern European 
countries. Moreover, over 90 
per cent of Czech ho u seh o lds 
have - or have access to - a 
washing machine. 

Neighbouring countries will 
also be targeted. Part of the 


purchasing agreement for 
Rakona foresees that, If the 
plant Is competitive in terms of 
price and quality, its produc- 
tion will be used to supply 
other central and eastern Euro- 
pean markets. This will allow 
production to increase and 
redundancies to be avoided. 

The growth of local compa- 
nies is dear to the heart of the 
Czech authorities. Both the 
Slovak and the Czech govern- 
ments, which approve all 
transactions at this early stage 
of the privatisation process, do 
not want local companies to 
serve simply as marketing 
bases for imported brands. 
Many western investors draft- 
ing joint venture agreements 
have to offer guarantees that, 
so for as Is economically via- 
ble, local brands will not be 
phased out 

Czechoslovakia is Ideally 


located for central and eastern 
European markets, say Procter 
and Gamble. Rakona itself is in 
northern Bohemia, next to the 
Polish border. And the only 
decent highway out of Czecho- 
slovakia goes to Hu ng ary 
Developing Rakona’s prod- 
ucts does not, however, pre- 
clude Procter and Gamble from 
marketing its traditional deter- 
gent and dish w ashing brands 
in Czechoslovakia. These 


brands will be produced by 
Rakona. But both relatively 


Rakona. But both relatively 
low-priced local brands and 
higher-priced new ones wifl be 
able to live side by side for 
some time, says the company. 

This situation already exists 
to a certain extent in Czecho- 
slovakia. An Imported deter- 
gent, such as Penal, for exam- 
ple, currently sells at roughly 
50 Kcs for 600 grams. Palmex, 
on the other band, which Is 


produced locally, costs 17 Kcs, 
twice the price before the Jan- 
uary 1991 price HberaiiaatioiL 

Both products are manufac- 
tured by the Slovak detergent 
group Palma which is cm the 
point of selling 51 pa cent to 
Hhnkftl of G ermany . 

Procter and Gamble hoped 
that some of its brands sold in 
Germany and Austria, such as 
Ariel, the hugest selling deter- 
gent in Western Europe, would 
not be totally nnfamfHar to 
Czechoslovak consumers. 

“We are assuming, and 
frankly, there isn’t a lot of 
market research for this kind 
of experiment, that some brand 
awareness slips across the bor- 
der simply by virtue of people 
travelling there or watching 
German TV programmes," says 
Harter. Thirty per cent of 
Czech consumers can techni- 
cally wateb Gennan television. 


“Because of this brand 
awaren ess, we hope that the 
return an our mvestment win 
be similar to that of a new 
product launched in the more 
developed western economies," 
he adds. Marketing companies 
would typically expect a new 
br and to break even after a 
minimum of five years. 

But estimates of expected 
return on investment twadp in 
other markets may prov e hard 
to apply to eastern Europe’s 
fle dg l i n g economies. “We are 
in a vacuum In tonus of experi- 
ence" admits Harter. “When 
you are simply trying to 
account fin* inflation, you may 
took at Lati n America, but you 
don’t have anywhere where 
you can see the change from a 
supply to a market economy.” 

The lack <rf a parallel situa- 
tion makes it all the harder to 
evaluate consumer behaviour 


" Unlik e with Mercedes cars or 
Ctomel perfume, it may be 
tarder to convince Czech con- 

sutan that deterasut is worth 
a highe r price. In the first 

Wjer of 1991, real wages in 

Cretfaoslovakia droppedby 5 

per cent While this is partly 
the r esult of one-time price 
jumps dne to price Eberaiisa- 


bd^s to a relatively distant 
future. Meanwhile, wflUn&ness 
StfJ!?-SS£ r «5? iced brands 


Purchasing 

powo: ctf the local currency. 
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Syria remains 

companies point out thatom! 

taulatidn of 
which reactions 
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Already five HSST 
prototypes have carried 
more than 3m passen- 
gers. And engineers 
say that no further 
major technical prob- 
lems remain. 

Engineers working on the JR maglev, mean- 
while, estimate it will be up to two years before 
they overcame the problem of "quenching**, a 
loss of dynamic stability in the maglerv's super- 
conducting magnets at high speeds. More wor- 
risome are the high, construction costs, exces- 
sive power consumption and noise in operation. 

HiroyuM Hlrose, senior manager of the mag- 
lav engineering department at Toshiba Corpo- 
ration (one of three companies, along with 
Hitachi and MttsuWshl Electric, which are par- 
ticipating in maglev research with JR), 
acknowledges the difficulties. “TO realise a 
mnmwrriai maglev [JR-type] transportation 
sy s t em a Mg breakthrough is needed both in 
teetaaing y i n ove rall equipment cost." 

Yui Kittaka, HSST senior adviser, stresses 
that the HSST project is now concentrating on 
medium-speed, short-haul routes. "Over the 
turf five or six years we ata to prove that our 
system is more practical and more staple in 
terms of operation," he~ says. ' 
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The final article in die series, to appear next 
week. uriB examine the electric car. 
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ARTS 


‘Une heure 
avec . . . ' 

UXWROWKCE 

- Afrfa much too hot to ran 
rooiul'th e-clock programme 
2k8 Edtnbsrgh's. Nothing hap- 
penzdnring the day, except 
the- odd concert, of sacred 
Btiafts lit the blessedly cool 
StfstSauveur cathedral - and 
’as aft opera festival par excel- 
knot, Aix can’t count apon Us 
de votees to tarn up for mere 
isstnnnental marie. But It hm 
A appealing Institution of Us 
own, the M Heores avec...”: 
almost every .day at 6.30, as 
fbe fcieat lifts, there Is a solo 
recttal - nearly always by a 
singes- Involved in one of the 
operas, usually young - in the 
open Saint-Saiiveur cloister. It 
lasts just an hour leaving time 
for dinner before the opera at 
9JS. 

Tear upon year, there ore 
happy discoveries to be made 
at "Une heure avec ..." The 
fact that the audience is seated 
cm all four sides Is a minor 
nolsanct, requiring singers 
either to rotate continuously 
address successive songs 
ide, then to another. 
i always collaborating 
^ bird-voices too, and around 7 

o’clock an un synchronised 
C3 -e w sk “ssanl* *>y competing church 

*' 5 bells* Yet the Institution is 

‘-•course pcnjUg/ invaluable - though the Festi- 
^ . val treats it too lightly: the 
. . r announced singers and their 

Alb qp AHh programmes are liable to 
gtQQD change without warning, and 



singers, but J was glad to have 
heard each of them. 

The one who arrived as 
promised was Claron 
McFadden, the black, beaming, 
crewcnt American Vfaras from 
Rameau’s Castor et Pollux. Her 
technique and poise are 
-‘ :i. Impressive, her co mmnni ca- 

.'.s:.’sSw^ tive energy still more: a nota- 

■ ■ — - .... - .. hla mmw Id mi iVn aarJa 6 h< 

- .... 


- 
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irgin to flj 


hie career is on the cards. She 
sang minor Mozart, cheerful 
Rossini and early, hyper-ex- 
quisite Debussy in creditable 
German, Italian and French, 
and then a "Glitter and Be 
Gay" that was far lustier and 
wittier than June Anderson's 
- on the new recording. All she 

O Alncarom needed was a proper accompa- 
nist. 

i; T-" Unfortunately the same 

v-;^i."fdd±Est| chap, Neal Goren, was at the 
■ piano tor the other two artists. 

Agn&s Mellon, the fragile 
“good” heroine of the tfawnm, 
sang Schubert sensitively but 
in toothless German; in Poul- 
enc, Satie and Bernstein she 
proved to be a marvellous cab- 
aret-artist, clev er an d irresist- 
ible — a gift to future optoette 
productions. The recital fay 
young Tulike Olafhnthan, who 
■ — 71’- ir *-~ had been Interesting but too 

.1' ‘ dark-voiced tor the Barbarina 

7 .. . ‘.'- 7”;^n:i of Figaro, displayed her prom- 
" ..-s' ise to richer advantage. Exdt- 
ing vocal potential, on a Mg 
. '■ './l-rTp operatic scale hut only half- 
tapped yet, and many well- 

taken cues from her teacher 

_ Elisabeth Schwarzkopf: she 

may develop remarkably. 

Goren revived memories of 
my North American youth, 
when grand touring singers 
were invariably accompanied 


• * rr-r-^r. unaosE 
2 5oinfc=k 
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Courts to as 
300 staff 


CBi urges 

solids 

,> by musicians of his stamp - 
; ;r ; carefully sympathetic, never 

assertive enough to make a 
!'’-.r..-:-5 :5ES ^’- creative challenge to their 
v - *5 soloists, not very good at actu- 

; '. ... ally playing the piano, In the 

— >*•" - c trickier Schubert and Strauss 



inions 


Tlgnoles, Miss Mellon by 
somebody with much Uniter 
fingers, Miss Olaflmihan by 
sharper pacing. If Aix must 
have an all-pnrpose accompa- 
nist tor "Une heure avec . . 
it should raise its sights. 

David Murray 


CINEMA 


In need of a short back and sides 


r he boy who grew up in the 
castle has clusters of steel 
blades for hands. Down in 
the pastel-coloured small 
town, where the local Avon lady 
(Dianne Wiest) has brought the boy 
to live after the death of his Inventor 
(Vincent Price), young Edward Sds- 
sorhands (Johnny Depp) Is as 
a lovable innocent He cuts hair like 
a virtuoso, he topiarises every plant 
in sight. And he falls for Wiest’s 
pretty daughter Winona Ryder. The 
handsome hero, overcome by gentler 
feelings despite his tragic manual 
extremities . . . 

“Hold it! Hold it! What the hell is 
this? Is your name Tim Burton?" 
“Yes, Mr Studio Head." “Are you the 
guy who made the third biggest box- 
office hit of all time. Baftace?" “Bat- 
man, Mr Studio Head, Beetlejuice 
was the film I made before that" 
“Okay. okay. And now you’re giving 
us this - this fairy-tale stuff? What 
are you calling it?” “ Edward Scissor- 
hands." “What sort of title Is that? 
You think it’ll pull them in Peoria? 
Let’s have a serious re- think here, 
Tom.” “Tim." “Let’s see if we can’t 
cut down on the whimsy and pump 
up the action a little. Haircuts, topi- 
aries - sheesh! Buy this guy a lunch 
and get him outa here." 

. This critic makes it a rule seldom 
to agree with Hollywood studio 
heads, even when scripting their dia- 
logue himself. But this studio head 
has a point. Tim Burton’s 1960s-set 
fairy tale boasts a teasing title and 
te a sing kick-off. The Toytown ham- 
let to the valley peers up at the 
gothic idle on the hilL inside the 
pile, the dying Mr Price bequeaths 
his steel-fingered brainchild to the 
world. Soon, a ring on the doorbell 
and “Avon calling . . !” 

The travelling cosmetics lady 
gasps at the boy’s hands and their 
tracery of self-destructive handiwork 
- facial scars, tom clothes - and 
whisks him down to civilisation. 
Whereupon we frlmgoers, .studio 
moguls to a person, start to cry 
“Hold itr For what begins as a Bee- 
tlejuice- style play-off between two 


EDWARD 
SCISSORHANDS 
Tim Barton 


JOURNEY OF HOPE 
Xavier Roller 

LA CHATEAU DE MA 
MERE 
Yves Robot 

TOE ADVENTURES OF 
MILO AND OTIS 
Masanorf Hata 


worlds - Gothic delirium versus 
small-town rtafriHnPM - has soon 
become a corporate take-over in 
which daintiness wins aD. Before we 
can say “Wonderful life" we are 
knee-deep in Capra-land, mildly col* 
ourised by the parodic pastels of 
John (Hcdrspray) Waters. And we 
gaze at the cut-ont-and-gtoe Town 
Types as they pass by. 

Town man-chaser Kathy Baker; 
town Ingenue Winona Ryder; town 
bully Anthony Michael HaH; town 
bewildered parents Dianne Wiest 
and Alan Arkto. And young Edward 
becomes the town Christ figure, 
saintly and misunderstood: his sets* 
sor-hands less nightmare punish- 
ment tools k la Struwwelpeter than 
topsy-turvy stigmata. Even as we 
laugh at the gags with which direc- 
tor Burton garlands his hero - the 
Memo* haircutting ririlk. the handi- 
ness as a h uman kebab-skewer - we 
feel the approach of the movie's Mes- 
sage, as ineluctable as the town 
crier. Oyez, oyez, see the Gospel 
story re-drafted as a Dadaist sitcom. 

A slim Idea is plumped out with 
equal measures of whimsical Inven- 
tion and moral self-importance. Bur- 
ton after Batman may be Holly- 
wood's newest wonder-boy. Bat even 
wonder-boys should not be allowed 
to run heedlessly amok. Someone 
should have been in there coaxing 
him to use the cutting edg e of his 
genius to trim, sharpen and shape. 


Scissor work is not always the 
ideal metaphor for movie-making. 
Nor is control necessarily the best 
condition for Inspiration. Sometimes 
cinema is as creatively unpredict- 
able as the exploits of children pot- 
tering In a chemistry lab. Mixing 
unlikely ingredients, they suddenly 
produce an explosion. 

The Swiss film Journey Of Hope, 
which stole this year’s Best Foreign 
Film Oscar from under the nose of 
Cyrano De Bergerac, begins like the 
fihngoer’s worst nightmare. Murky 
photography; ethnic austerity in 
deepest Turkey; ordeal by subtitles. 
Pius the ever-present menace of sen- 
timentality. Fanner Haydar atm* his 
wife sell their land and sheep in 
order to emigrate illegally to Swit- 
zerland. But should they take one of 
their children? And if so will it be 
the gap-toothed 7-year-old Mehmet 
with his cutie-pk smile and garden- 
rake eyelashes? It wilL 

Ten minutes in, we are eyeing the 
exit door. Thirty minutes to, our 
eyes are nailed to the screen as we 
respond to a story of danger and 
double-cross resembling a real-life 
Tom Curtain. Forged passports, 
dodgy Mr Fixits, stowaway ship jour- 
ney. Then writer-director Xavier 
Holler poshes his central trio, who 
have joined a van-load of refugees 
pounding north through Italy, 
towards a snowy mountain-top. This 
scarce-manned wilderness is the 
Swiss-BaHan border. Will they sur- 
vive the howling snows and prowl- 


er capture, life or death: 
the film’s flnaln slnngha all but the 

bare narrative necessities, just as 
the characters slough their surplus 
belongings or watch their suitcases 
toboggan helplessly down the moun- 
tainside. The young boy’s final tote 
becomes overpowering y moving as 
we watch it reflected to his father's 
j, hitherto stoical gaze. When 
stoidsm cracks, it does so as 
loudly as a glacier. We perceive the 
«wn tgfth which the flim hag h eld 
back from histrionics until its releas- 
ing rffmav. And we applaud Necmet- 


tto Cobanoglu's powerfully under- 
stated performance as the father, 
which proves that great screen act- 
ing does everything by appearing to 
do almost nrrthh’lg . 

it 

Yves Robert's Le Chateau De Ma 
Afire is the sequel to his la Glain 
De Mon Pin, adding the next bit of 
narrative rolling-stock to his adapta- 
tion of Marcel Pagnol’s childhood 
memoirs. Young Marcel (Julian Gia- 
maca) still hankers for those chalky 
fortresses known as the mountains 
of Provence. Schoolteacher Dad 
(Philippe Caubere) cannot possibly 
afford aynnthftr summer there, Marcel 
has his exams to prepare for and - 
oh what the hell, let’s go to Prov- 
ence. 

The adventures start up again as 
wistfully as before and the old char- 
acters - moustachioed Uncle Jules, 
child-of-nature Lili - are shaken 
forth from narrative retirement, 
like its predecessor, the film is too 
cute for comfort and languidly epi- 
sodic to a fault. At least until it 
Rs pnp ma pimi turn. The fam- 
ily’s new-found fliirtt short cut to 
their summer weekends, skirting 
canals and private chateaux, takes 
on quirky, haunting romance of 
all good childhood adventures. Will 

they got nanght? Will Mama faint 
dead away with terror? Will Dad 
prove himself a coward or herb? Late 
in this two-part movie saga, director 
Robert discovers the true geography 
of enchantment, whose entrance 
gate is seldom further than the mid 
of our street 

★ 

The Adventures Of Milo And Otis i sa 

yflppa y -wpinning all - anlmal film writ- 
ten and directed by Masanori Hata. 
It shows that the Japanese are not 
content with taking over two major 
Hollywood studios: they are now fry- 
tog to conquer the world with Dis- 
ney-Style whimsy, hfiio is a man na- 
lade kitten. Otis is pug-nosed dog: 
And the En glish narrator, as these 
two careen round the countryside 
mwHwg multi -aeafinnal hazards Hkw 
bears, waterfalls, anakaw fttTM and 



Winona Ryder and Johnny Depp in ‘Edward Srissorhands’ 


snow-blizzards, is Dudley Moore. 

Our two creature-heroes cannot 
believe what is happening to thgm: 
which sums up the response of last 
ltaesday's press-show amn«ma shot 
to an animal theme park to Hak- 

lreHrin flip fiTrn t pmwiWm an manna 

home movie made by someone 
unsure whether he wants to be 
David Attenborough or D.W. 


Griffith. Full of fuzzy fro lickings and 
fnr’s-breadth ’scapes, it is a small 
triumph of winsome virtuosity. If 
you take six spoonfuls of sugar to 
your tea or coffee, you may have the 
stomach for it Otherwise a large 
pinch of salt is your best protection. 


Nigel Andrews 


Deborah Harry 


ODBON HAMMERSMITH 

An hour or so after Wogan had 
smirked with Madonna on natinnai 
television on Monday night the 
woman who first proved that being 
Nood p «m? beautiful is no disadvan- 
tage for a pop career took the stage 
at the OdeazL Deborah Harr y, who 15 
years ago led Blondie to persistent 
pop success, was back in town. 

But now the pnaltton haa nhang ad 

and Harry seems to be hooked on 
Madonna videos, to the old days she 
was cold and detached, her perfect 
fan» hardly flicking an eyelid as she 
belted out clever songs which bri- 
dled punk music within the Ameri- 
can desire to boogie. Now she swears 
and stamps and wields the whip, lit- 
erally: her tough looking band did 
not seem particularly cowed. 


This Harry even sweats, although 
her 46-year frame, bursting out of a 
tight skirt and a flimsy basque, man- 
aged to avoid the spotlight for most 
at the 90 minute set Instead at the 
imtnnrfmhift dreamy old Harry we 
now have the bar-room floozy, the 
girl who has done it all, seen it all, 
and could stare down Madonna for 
the last after iB m w mint when the 
were thrown cm stage Harry 
ltatively ate some and then 
ripped off petals to matter cm the 
crowd. 

I don't think die is mean (though 
she was a tot naughty not to return 
for a second encore and sing 
"Denis”), but die certainly puts on a 
mean show. T he Blondie songbook, 
many written by her former partner 


and guitarist Chris Stein, who at 
least still plays with her to public, is 
superb and has aged excellently. The 
raw energy of new wave was refined 
with catchy melodies and rings long 
riffs and comes up as fresh as paint. 

Harry was to fine voice, and the 
band, a little on the respectful side, 
especially Stein who played imputing 
at her feet, kept the energy flowing. 
“Atomic” jwpindpd {jjg mdtence and 
songs like “Twenty First Century” 
and “Touched by your presence, 
dear” woe as welcome bade as a 
j>. Madonna, with her pre-re- 
stage act to advanced aero- 
bics, seemed a glove puppet com- 
pared to this old trouper. 

Antony Thorncroft 


Walther Gruner Competition 


GUILDHALL 

After three days of preliminary 
rounds the City of London Walther 
Gruner International Lieder 
Competition moved to the GufidhaR 
on Tuesday for its final, to theory 
the Old Library there should make a 
dignified setting for the occasion, 
though the lofty spaciousness of the 
hall did tend to sound inimical to 
the special intimacy of mood that 
song requires. 

The first competitor, the British 
baritone William Dazeley, gave 
every Impression of being at ease on 
the platform, both with nfanseff and 
the German song repertoire, which 
he rings with cartful attention to 
language and an apparently 
practised style. He struck the right 
balance between word and music 
from the beginning and the comic 
ogs, always a danger area, were 
deftly handled. But the effect as 


a whole was too subdued. To my 
seat about half-way back to the 
hall neither the voice nor the 
personality came across with much 
of a sparkle. 

Dazeley took second prize. The 
jury decided not to award a first 
prize, which was definitely the right 
decision in the circumstances, as 
there is nothing to be gained from 
lowering the sights of a competition 
in a year when winners are bard to 
spot 

A joint third prize was given to 
Britta Schwarz from Germany and 
Baimonds Spogis from Belgium. The 
mezzo had an appealingly rounded 
voice ton of bright overtones, but 
sang all her songs with an 
all-purpose eagerness which soon 
lost any impact Spogis was more 
interesting and got folly to grips 
with the emotions at the heart of his 


music. The voice itself, 
intermittently hollow in the wihMig 
and rough round the edges, was 
sometimes troubling. But Spogis 
alone of the contestants takm 
the trouble to put together a 
well-planned programme (based cm 
songs featuring soldiers) and he 
might justly have been considered 
for a higher award. 

Fourth prize went to the German 
tenor JOrg Bering, who had one of 
those evenings when nothing went 
right Sundry other diplomas were 
alio awarded, but one inevitably 
went away feeling that if the final 
represented the vocal peak of the 
competition, then the standard 
overall could not have been very 
high. 

Richard F airman 


Berio, Monteverdi, Maw 


ALBIRT HALL A RADIO 3 

Luciano Berio's Coro (1975-7) 
returned to the Proms on Tuesday, 
played and sung with masterly con- 
trol by the BBC Singers and Sym- 
phony Orchestra conducted by the 
composer. Among postwar concert 
works w r itten for large fences it is 
uniquely well suited to the style of 
Prom pafbrmance. Coro Is not just a 
massive feat of sustained composi- 
tion: it is a “whole world" of music, 
a tapestry & voices an«i instruments 
whose texts, colours and sounds 
spread out to ibis space with glori- 
ous resonance and fullness. 

An hour-long composition for 
about 40 each of voices and instru- 
ments laid out to pairs, it is also 
“international" in a way that chimes 
exactly with the Proms spirit. In it 
Berio weaves together snatches of 
folk poefry of many nations around 
quotations from the poetry of Pablo 
Neruda. The folk-pbtfry speaks of 
human pleasures and foibles, the 
Neruda erf human suffering caused 
by political injustice; the print is to 
build a unity-indiversity on a single, 
gradually disclosed theme - the 
eternal splendour and misery of the 
human condition. 

But far from being an exercise to 
agitprop or sententious tub-thump- 
ing, Coro achieves its purpose with 
infinite subtlety. It is a songsym- 
phony in which the blend of individ- 
ual and corporate singing lines, 
vocal and instrumental, creates a 
muto-colcured, multi-textured fabric 
of mfamisHng variety and richness, 
to his disposition of contrasted spa- 
tial groupings Berio seems to join 
bands with bis great Italian com- 
poser ancestors. The poetry of Coro 
in its reconciliation of frqrfttinn 
and innovation, of past, present and 
future; that is also the secret edits 
overwhelming impact 

As prelude to this 20th-century 
masterpiece, the pianist Andrea Luo- 


cheiM joined Berio the BBC 
orchestra to play the same com- 
poser’s Concerto n, subtitled “Echo- 
ing Curves”. This is annthar mixture 
of past and present, in this case of a 
more in-turned kind: the 1974 Berio 
piece Points on the curve to 
l . . . serves as core-material tor 
elaboration with orchestral forces. It 
strikes me as one of Berio’s 
“between-times” compositions: the 
central preoccupation with fast-mov- 
ing planistic shlmmgr has been pre- 
served from the original piano solo, 
ami th e supporting orchestral buzz 
is diverting, out the increased length 
affords the listener no significant 
new insights into the basic musical 
concept 

★ 

The juxtaposition on successive eve- 
nings of large-scale choral Berio and 
Monteverdi at the Prams constitutes 
a fine piece of programming — a 
ration of thu Italian 


polychoral tradition. Monday’s 
account of the Mo n teverdi 1610 Ves- 
pers was another quintessential 
Pram occasion, thmigh rather more 
restrained than others of the same 
work have been in the recent past 
Andrew Parrott, directing his Tav- 
erner Players, Choir and Consort 
(with p assages of liturgical chant 
from the New London Chamber 
Choir), fa vo ur s reduced forces, spare 
instrumental colourings, a general 
approach to the music that might be 
described as either "soberly concen- 
trated” or “puritan”, according to 
taste and prejudice. Externalised 
dramatic gesture is stripped away; 
instrumental show-for-its-own-eake 
likewise. On its own terms the per- 
formance was superbly well 
achieved - whether foe Vespers are 
fa flprf a gfrngto c o m position at all or 
a collection of unrelated composi- 
tions, it was here made whole by the 
«ringl<mAft« of Parrott’s purpose. , 


But the restrictions of vocal colour 
to the solo singing of a troupe of 
Early Music specialists - Ira by 
Nlgtf Rogers and distinguished 
chiefly by the contributions of David 
Cordier (countertenor) and Joseph 
Cornwell (tenor) - amounted to a 
central daniai of Monteverdi's Hal- 
ian -nasa. The echo-duets and archi- 
tectural displays of vocal prowess 
were all put across to a spirit of good 
taste that for me proved suffocating: 
how one longed for an intrusion of 
uninhibited Medtoyranpiin fervour! 

The Anglo-Saxons have rescued 
Monteverdi from neglect It is per- 
haps time to rescue Monteverdi from 
the Anglo-Saxons. 

★ 

A brief note on the Tuesday late- 
evening Pram by the wind band of 
the Royal Northern College under 
Timothy Reynish - a b rillian t and 
heartening display erf student excel- 
lence and an eniovable urozramme 
(David Bedford, Holst, Skalkottas) 
with a cunning balance of "serious" 
and “light". It contained the first of 
1991 Prom commissions: Nicholas 
Maw’s American Games, 20 minutes 
of hi g hl y self-conscious enter tain- 
ment mradc- 

Maw, perhaps the most copiously 
gifted British composer erf his gener- 
ation, has always been associated 
with lyrical effusions of a serenely 
melancholy kind; it is frankly rather 
horrible to hear him befog upbeat in 
this particular fashion. What is 
wrong with it is not the attempt at 
entertainment itself, but the artifi- 
cial jollity to the aping of big-band 
A me ric an brashness that seems to 
have att en ded it 'Hie best that can 
be said for American Games is that It 
is well made, and win no doubt serve 
the wind-orchestra repertory hand- 


Max Loppert 
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TODAY’S EVENTS 




AMSTERDAM 

Concertgebouw 20.30 Recital by 
winner of the 1991 Gina Bachauer 
International Piano Competition. 
V_.'~ Tomorrow: Lev MarkJz conducts 
New Sinlonletta of Amsterdam in 
f-i Artyomov’s Lamentation. 

' Shostakovich 's Concerto for piano. 

& trumpet and strings, and . 

; Tchaikovsky's Souvenir de 
f ; Florence. Sun: Heinrich Schtff and 
Tzimon Barto give a recital for 
: -y cello and piano (6718 345) 


; ■ ATHENS 

’■ Herod Aftfcus Theater 21.00 
Concert by Berlin Radio Chorus, 
including music by MIkis 
: Theodorakis (322 1459) 

Lyeabettus Theater 21.00 The Alex 
- Conner Orchestra. Sun and Mon: 
Municipal Regional Theatre of 
Kalamanta presents Shakespeare’s 
Trail us and Cressida (322 1459) 

■ COPENHAGEN 

W Thrall Koncertsaton 19.30 Jan 

- Krenz conducts the Tivoli 

- Symphony Orchestra in Dvorak's 
New World Symphony and Mahler's 
Klndertotenlieder, with Brigitte 
Fassbaender. Sat Soren Hansen 


conducts Arhus Sinfonietta In music 
by Stravinsky, Ravel, Takemltsu 
and Varese. Mon: Tizlana 
Fabbricini (La Scala's new Violetta) 
is soprano soloist in a Mozart 
programme conducted by Aldo 
Ceccato (3315 1012) 


■ LONDON 

DANCE 

Collsetan 19.30 Ballet Nacfonal 
de Espana in a programme of five 
works, including two flamenco 
dances and two ballets by Jose 
Granero. Final performances 
tomorrow and Sat (071-836 3161) 
MUSIC 

Covent Garden 19.30 Mark Ermler 
conducts Piero Faggioni's 
production of La fandulla del West, 
restated by Wilfred Judd, with 
Mara Zampleri as Minnie, Justfno 
Diaz as Jack Ranee and Giuseppe 
Giacomlni as Dick Johnson, also 
Sat Tomorrow: Atttla. These are 
the final performances of the Royal 
Opera season (071-240 1066) 

Royal Festival Half 19.30 Alexander 
Nevsky: screening with English 
sub-titles of the complete 
Elsenstein film with Prokofiev’s 
music performed live by the Royal 
Philharmonic Or ch e s tra conducted 
by Yuri Temlrkanov, with Christine 
Calms and the Brighton Festival 
Chorus (071-928 8800} 

Royal Albert Hati 19.30 Bernhard 
Klee conducts the BBC 
Philharmonic Orchestra in 
Bruckner’s Ninth Symphony and 
Mozart’s Clarinet Concerto, with 
Sabine Meyer. Tomorrow: Barry 
Tuckwell plays Robin Holloway's 
Horn Concerto with the BBC 
Philharmonic conducted by Edward 
Downes. Sat Alexander Lazarev 
conducts a Russian programme. 
Sun: James Galway gives premiere 


of Malcolm Williamson's new work 
for flute, chorus and orchestra 
(071-823 9998) 

THEATRE 

The Manchurian Candidate Is a 
play by John Lahr from the novel 
by Richard Condon, about an 
all-American hero returning from 
a Middle East War. A New Vic 
Company production directed by 
Robin Mfdgley, starring Connie 
Booth and Sian Philips (Lyric 
Hammersmith 071-836 3464). 

Live Bed Show is Arthur Smith’s 
no-holds-barred expose of 
modern-day sexual manners, 
directed by John Dowfe, with 
Rebecca Stevens and Edward 
Tudor-Pole as the two bed 
partners. Tonight, tomorrow and 
Sat only (Lyric Hammersmith 
Studio 071-838 3464). 

Carmen Jones, the Hammerstei n/ 
Bizet all-black musical. Is enjoying 
a hugely successful run in a classy 
production by Simon Callow (Old 
Vic 071-928 7816). 

The Rose Tattoo le a Peter Hail 
Company production of Tennessee 
Williams’ heated but joyful 
celebration of sex, starring Julie 
Watters (Playhouse 071-839 4401). 
For information about other shows, 
phone Theatreline from anywhere 
In the UK: Plays 0836 430959 
Musicals 0836 430960 Comedies 
0836 430961 Thrillers 0836 430962 


■ MUNICH 

i&oo Silvio Varviso 
conducts Oer Rosenkavaller, with 
Felicity Lott as the Marschailin, 

Ann Murray as Qctavian and 
Barbara Kllduff as Sophia, 
repeated on Sun, Tomorrow and 
Mon: Wolfgang Sawailisch conducts 
Henning von Gierke's production 
of Der filegende Hollander, with 


Robert Hale as the Dutchman and 
Julia Varady as Senta. Sat and 
next Tues: Sawailisch conducts 
Le nozze di Figaro, with a cast 
led by Barbara Bonney and 
Wolfgang Brendel. Tomorrow, Sun 
and Tues In Cuvi Ilite-Theater 
Dennis Russell Davies conducts 
Manfred Trojahn’s Enrico, which 
was premiered at Schwetzingen 
In May (221316) 


■ NEW YORK 

MUSIC 

Avery Fisher Hell 20.00 Emanuel 
Ax Is soloist in Mozart's Plano 
Concerto No 25, and Dmitry 
Slticovetsky Is soloist in Mozart's 
Violin Concerto No 1, with the 
Mostly Mozart Festival Orchestra 
conducted by Arm in Jordan. The 
programme also includes Mozart's 
Haffner Symphony and Haydn’s 
Symphony No 24. Repeated 
tomorrow. Sat and Sim: Roger 
Norrington and the London 
Cl ass Icai Players lead a series 
of weekend events, focussing on 
Mozart’s last year and including 
an examination of his working 
methods and a discussion on 
performance practice (875 5030) 
OFF BROADWAY THEATRE 
Heartbreak House la a revival of 
G.B.Shaw's play about love, liars 
and the joys of a broken heart. 
Directed by Peter Ruffet, with a 
cast Including Rayna Baker, Robert 
Sutherland and Sheila Gerber 
(Westslde Theater, 252 West 81st 
Street, 874-7290). 

Pageant is a musical spoof of 
beauty contests, a deft and rowdy 
parody conceived and directed 
by Robert Long bottom (Blue Angel, 
323 West Forty-fourth street 
282-3333). 

Prom Queens Unchained is a 


musical comedy about e senior 
high school prom queen 
competition In 1859, with a wide 
range of fifties sounds by Keith 
Hermann, directed by Karen 
Azenberg (Village Gate Downstairs, 
160 Bleecker Street 475-5120). 

Ups Together, Teeth Apart is 
Terence McNally's play about two 
married couples sharing a Fire 
island beach house over a long 
Fourth of July weekend (City 
Center's Stage 1, 131 West Fifty-fifth 
Street 581-7907). 

Tlcketron answers Inquiries and 
sells tickets (246 0102) 


■ PARIS 

Audnortnm, Forum des Halles 20.30 
Philippe Herreweghe conducts 
Ensemble Muelque Oblique in 
Schoenberg's Chamber Symphony 
No 1 and Pierrot Lunaire. Mon: 

Marc Minkowski conducts Les 
Musicians du Louvre in a Mozart 
programme. These concerts are 
part of the 1991 Festival Estival 
de Paris, which runs till the end 
of August (4804 9801) 


■ ROME 

Caracafla 19.15 Conceit by soloists 
of the Teatro dell’Opera, followed 
at 21.00 by Nabucco, conducted 
by Nelk) Santl, staged by Renzo 
Giacchierl, with Silvano Carroll 
In title role. Repeated on Sun. 
Tomorrow: Alda. Mon: Yuri 
Temlrkanov conducts the Royal 
Philharmonic Orchestra (488 3641) 


■ VERONA 

Arana 21.15 Silvano Carroll sings 
the title role in Nabucco, staged 
by Gianfranco de Bosio and 
conducted by Daniel Oren. The 


season runs till Sep 1 (045-800 
5151) 

■ VIENNA 

MUSIC 

Arksdeohof 20.00 Andreas Delta 
conducts the Swiss Youth 
Symphony Orchestra In music by 
Brahms and Shostakovich, with 
Igor Oistrakh violin soloist (4000 
8410) 

ffofbiirg 20.30 Gert Hofbauer 
conducts Vienna Hofburg Orchestra 
In a selection of waltzes and 
operetta favourites, with young 
soloists. This concert Is repeated 
three or four times each week 
throughout the summer, either In 
the Hofburg or at tee Konzerthaus 
(587 2552) 

Ko n sen m t o rlnm 19.30 Recital by 
cello soloists attending the Vienna 
summer masterclass of David 
Gerlngas. Tomorrow: violin and 
harpsichord soloists (512 7381) 
Patels Pattfy 20.00 Piano recital 
by Imogen Cooper, with musk: by 
Beethoven, Schubert and Mozart 
(512 5681) 

St Michael, ReteUorium 19.30 
Recital by Barbara Klebel, baroque 
violin, with Wolfgang Gluxam 
harpsichord and Pierre Pitzel viola 
da gamtoa (587 9843} 
IMvereUteUvche 21.00 Mozart’s 
rarely played oratorio La Betulla 
Liberate (1771), with tee chorus 
and orchestra of tee Vienna 
Spectaculum 91, conducted by 
Gerhard Kramer (4000 8410) 
THEATRE 

English Theatre 20.00 Three Tall 
Women by Edward A I bee. Tonight 
tomorrow and Sat only (402 1260) 
Thsater an (tor Wen 19.30 
Freudians, musical by Woolfson 
and Parsons, dally except Wed 
(58830) 


European Cable and 
Satellite Business TV 

(all Urns CET) 

MONDAY TO FMDAY 

Euroapon 

0800-0880 international Business 

report 

CNN 

0500-0530 Moneyline 
08000830 Monsyllne 
1230-1300 CNN Market Watch 
1330-1400 Business Day 
2000-2030 World Business Today - 
a Joint FT/CNN production with a 
review of the day's major busi- 
ness stories 

2300-2330 World Business Today 
01000130 Money! bio 
Supa rchannol 

0700-0630 financial Times Busi- 
ness Report 

A Rve minute business briefing 
broadcast three times between 
0700 and 0800 

2220 - 2250 (Wed) Financial Times 
Business Weekly - the latest 
round-up at business news with 
James Bellini and Debbie Middle- 
ton. 

0830 & 2030 (Thurs) Financial 
Times Business Wedcly 
Sty News 

1200 International Business 
Report 

2130 (Than) Financial Times Busi- 
ness weekly 

SATURDAY 

CNN 

0800- 0830 MoneyHne 
09000830 World Business Today - 
a Joint FT/CNN production 
1540-1810 Moneywesk 
1900-1930 World Business This 
Week 

21104140 Your Money 

SUNDAY 

Soporchannti 

1800-1830 FT Business Weakly 
18304000 FT Business Weakly 
zawwoao FT Business Weekly 
Sky News 

1030-1100 FT Business Weekly 
CNN 

0710-0740 Monsyweek 
1540-1610 Your Money 
1900-1 B40 Moneywesk 
00400110 Inside Business 
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The Soviet 
Communists 


THE LOW popular esteem of 
the Soviet Communist party 
was clearly exposed last month 
at the Russian presidential 


for his resignation as general 
secretary. Bat others fear that 
if he goes they will he more 
vulnerable to the demands of 




per cent of the voters opted for 
Mr Nikolai Ryzhkov. As the 
former prime minister, he was 
the candidate most closely con- 
nected with the Communist 
party. 

In what was probably the 
freest election ever to take 
place in Russia, before or after 
the October 1917 revolution, 60 
per cent of the votes flowed to 
Mr Boris Yeltsin, whose popu- 
larity soared after his exit from 
the finmmmiiflf party. 

This is the essential political 
backdrop to today’s meeting of 
the party central committee at 
which Mr Mikhail Gorbachev, 
the Soviet president wearing 
his party hat as general secre- 
tary, is expected to unveil a 
new draft programme. 

The programme “uncondi- 
tionally denounces” the crimes 
of Stalinism, is briskly dismis- 
sive of the Marxist heritage, 
seeks to reposition the party in 
the European social democratic 
tradition and could well split 
the party. 

Much of the manoeuvering 
now firing piarft in anticipa- 
tion of such a split is con- 
nected with the struggle for 
ownership of the property and 
other resources owned by the 
party whose 19m members - 
now reduced to 16.4m - used 
to control all aspects of Soviet 
life. For some this meant 
access to coveted privileges. 


Lost monopoly 

But far more than the spoils 
of power are at issue. Under Mr 
Gorbachev the all-powerful 
party reconstructed after 
Stalin’s death has already lost 
its monopoly of political power. 
It is still the biggest and most 
coherent political force in the 
country thanks to its capillary 
network of calls and organisa- 
tions at all levels of society, 
including the KGB and the mil- 
itary-industrial establishment. 

But it is no longer the only 
political force and its waning 
power has just received 
another rude challenge from 
Mr Yeltsin who seeks to ban 
precisely the grassroots struc- 
tures which have made it able 
to impose its will in the past. 

This poses a problem for Mr 
Gorbachev’s conservative crit- 
ics. Some have promised to call 


Politics and 
trade unions 


YESTERDAY’S GREEN paper 
on trade union reform has 
more than a whiff of party poli- 
tics about it With an election 
due in the next year, the gov- 
ernment hopes to draw Labour 
into a battle over proposals 
which would highlight the 
party’s still unpopular links 
with the unions. 

Labour would certainly be 
foolish to argue with plans to 
improve the financial account- 
ability of unions to their mem- 
bers. The inquiry by Mr Gavin 
Lightman QC into the National 
Union of Mirteworkers identi- 
fied a number of areas where 
there had. In his view, been 
misapplications of funds and 


membership disputes. From 
the unions’ own point of view, 
there is certainly a case for 
ditching an agreement which 
forced the Eetpu electricians' 
unio n out of the TUC in 1988 
and whiCh, when the building 
workers’ union Ucatt almost 
disintegrated earlier this year, 
stopped the GMB general 
union from sweeping up disaf- 
fected members - leaving the 
field clear for the non-TUC 
electricians. 


Union choice 


breaches of dnty. The green 
paper would beef up the pow- 
ers of the Certification Officer 
to examine accounts and inves- 
tigate complaints. 

Postal ballots before strikes 
and mergers are also welcome, 
as is more extensive supervi- 
sion of ballots by members and 
independent scrutineers. And 
there is sense in a seven-day 
notice period for strikes, espe- 
cially in public services, where 
a clever union would see such 
warning as good PR. 

The proposals for new rales 
on deducting union dues from 
members’ pay are more mis- 
chievous. The authority to 
make deductions would have 
to be renewed by members 
annually or whenever the 
amount changed. For many 
onions, the measure would 
mean a significant loss of 
membership simply because of 
the organisational difficulties 
of getting signatures on paper. 


Equal treatment 

Some unions have enough 
members with bank accounts 
to contemplate collecting sub- 
scriptions by direct debit - for 
which the authority does not 
have to be renewed each year. 
If union check-off is to need 
annual renewal, so in equity 
should ail direct debit arrange- 
ments (whether for a union or 
the National Trust, or for pay- 
ing the poll tax). Otherwise the 
same rules should apply to 
check-off as for direct debit: 
written notice every time the 
amount changes with a month 
to rescind the authority. 

It is hard to see any dear 
public interest In sweeping 
away the Bridlington Agree- 
ment under which the TUC 
arbitrates between unions in 


But if unions choose to make 
agreements which stop them 
recruiting from competitors 
and weaken the TUC. that Is 
their problem. Thanks to ear- 
lier government reforms on the 
closed shop, no-one is com- 
pelled to become a member of 
a union; nor is any union 
forced to join the TUC with its 
Bridlington shackles. The idea 
that individuals suffer either 
an offensive ipsa of individual 
liberty or practical disadvan- 
tages at work in not being stole 
to join a union which refuses 
to recruit them is frankly ludi- 
crous. As it happens, most 
employers would undoubtedly 
prefer to let this particular 
sleeping dog lie, since Bridling- 
ton tends to mean fewer, less 
fragmented onions with which 
it is easier to do business. 

Finally, there is the proposal 
to make collective agreements 
legally enforceable. When last 
tried in the 1971 Industrial 
Relations Act, most employers 
agreed to get-out clauses, 
knowing that resort to law in 
industrial relations marks a 
point of failure. The green 
paper is also rmahJe to dte any 
demand from employers for 
tins move. 

Indeed, It is hard to detect a 
groundsweil of opinion that 
further legislation is needed at 
alL And there Is a case - the 
more telling because it Is made 
by the right-wing Adam Smith 
Institute - that the govern- 
ment has gone too for in inter- 
fering in unions already cut 
(town to size by a decade of 
reforms. The government has 
frequently insisted that its aim 
is to reform the unions, not 
destroy them. Mr Howard’s 
green paper will not destroy 
the unions, but nor will it 
improve industrial relations or 
enhance the competitiveness of 
the British economy. 


posed by the rapidly growing 
number of non-Communist par- 
ties. 


Strategic mistake 

Much, including the fete of 
Mr Gorbachev, appears to hang 
on the outcome of the plenum. 
Many argue that he made a 
strategic mistake in preventing 
conservatives going their sepa- 
rate way at the party congress 
a year ago. That left him in 
control of an increasingly 
unpopular and fractions party, 
gave Mr Yeltsin the chance to 
buOd his own Russian power 
base and permitted the disper- 
sion of power to the newly 
assertive republics. 

This process may have been 
bad for the. party, but it has 
been good for the gr o wt h of 
democracy in the Soviet Union. 

Mr Gorbachev still seems 
attached to the idea that the 
Communist party could be 
transformed into a reformist 
vehicle with himself still in 
control The precedents are not 
good. The former Italian Com- 
munist party has rfumg aH its 
name, opted for a form of 
social democracy and lost its 
identity and force. The once 
ruling parties of east and cen- 
tral Europe have been dis- 
carded by electorates given the 
chance to vote for democratic 
alternatives. Russia did the 
same. 

One of the most hopeful 
aspects of the contemporary 
Soviet scene is the emergence 
of new political gT >d economic 
forces indep e ndent of the Com- 
munist party. Power in an 
over-centralised and over-mili- 
tarised state is also being 
devolved to the republics. By 
the nature of things many of 
the new politicians and busi- 
nessmen are former Commu- 
nists. The process is confusing 
and contradictory. But as the 
options become narrower the 
choices become clearer. 

At the G7 meeting in London 
Mr Gorbachev made his hid for 
Integration into the capitalist 
world economy. This week he 
has announced further prog- 
ress on a new Union Treaty. It 
is not easy to see a convincing 
role for the Communist party 
in the looser, capitalist-style 
federation of the future. 


B ack in July 1990 scep- 
tics reacted to Mr Jan 
Tjmmer’s appointment 
as president of Philips, 
the ailing Dutch electronics 
group, in much the same way 
that some Kremlinoiogists 
originally greeted Mr Mikhail 
Gorbachev’s ascendancy in the 
Soviet Union. 

How, many people asked at 
the time, could a man who was 
the product of a tottering sys- 
tem be expected to reshape and 
reform that system from 
within? How could Mr Timmer, 
who spent 39 of bis 58 years 
working for the Netherlands* 
premier industrial establish- 
ment, have risen to the top of 
Philips without having 
imbibed the paralysing bureau- 
cratic culture that has pre- 
vented its renewal? 

So far, Mr Timmer — thoug h 
perhaps not yet Mr Gorbachev 
- has managed to prove the 
sceptics wrong. Many of his 
reforms have been energetic 
and Car-reaching, as demon- 
strated by the deal announced 
on Tuesday to sell the bulk of 
Philips’s troubled information- 
systems division to Digital 
Equipment Corp (DEC). 

However, to stretch the anal- 
ogy with the Soviet Union fur- 
ther, it still remains to be seen 
whether the new t hinkin g 
introduced by Mr T imm er will 
spur the company at large to 
embrace the profit motive and 
rise to the challenges of the 
marketplace in the 1990s. He 
has made a good start: net 
profits from normal business 
operations rose to FI 135m in 
the first quarter of this year 
from just FI 6m to the same 
quarter of 1990. The group is 
predicting that it will be back 
to full-year profits this year. 

The sale to DEC of Philips’s 
mini-computer activities takes 
Mr Timmer's radical overhaul 
of the company into a decisive 
new stage: it heralds the first 
of Mr Timmer's long-awaited, 
much-discussed and secretly- 
guarded “portfolio choices” - 
a euphemism for sHring away 
Philips's loss-making busi- 
nesses and narrowing its 
sprawling range of activities. 
Philips's mini-computer activi- 
ties, which were always small 
by the standards of the global 
computer industry, generated 
FI 2bn ($lbn) in sales per year, 
or about &5 per cent of group 
turnover of FI 55.8bn. Even 
without mini-computers. Phil- 
ips’s businesses remain 
extremely diverse, ranging 
from shavers, televisions and 
compact disc players to medi- 
cal-imaging equipment, light 
bulbs and glass-fibre cable. 

The divestment comes at a 
time when analysts were grow- 
ing impatient to hear where 
Philips intended to concentrate 
its efforts and research funds 
in future. In late February, Mr 
Timmer had caused some dis- 
appointment when he said he 

had no plans to divest entire 
divisions, but the reversal of 
this stance has helped restore 
confidence. The company’s 
shares now trade at about FI 
32 A0, their highest since Mr 
Timmer became president 
It is a sign of Mr Timmer's 
progress so for at Philips that 
news of the deal with DEC 
excited little controversy in the 
Netherlands. Unions expressed 
guarded optimism about the 
move, and there was little of 
the shock and surprise that 
has accompanied Mr Timmer’s 
previous series of shake-ups. 

In the 13 months since Mr 
Timmer took the helm. Philips 
has already been thoroughly 
buffeted by the first two stages 


Ronald van de Krol on 

the progress of measures 
to turn round Philips 

So far, 


so good 
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of “Operation Centurion”, an 
ambitious progr a mme of turn- 
around management whose 
name is in part a reference to 
the electronics group's cente- 
nary this year. 

The first phase involved 
emergency efforts to plug the 
biggest holes in Philips’s peril- 
ous financial position. On July 
1 1990, his first day in office, 
Mr Timmer announced plans 
to take a multi-billion guilder 


charge - and to accept a 
multi-billion guilder net loss 
for 1990 - in order to slim 
down Philips’s computer and 


important to this phase will be 
the attempt to reshape the 
group’s corporate culture - to 
convert it, in other words, from 
a lethargic, research- and pro- 
duction-driven apparatus into 
a dynamic, customer-oriented 

oi ffifnl Rati on. 

Already, several thousand of 
P hilip s’s top executives around 
the world have been drilled in 
the new Centurion thinking at 
meetings held in Stockholm, 
Hong Kong, New York and Sao 
Paulo, among other places. Mr 
T imm er has said drily of these 
seminars that “the word ‘con- 


We do not get upset enough if we lose 
the market for a short time 


semiconductor activities and to 
cut 10,000 jobs. 

In the second phase, Philips 
trimmed its sails even more 
folly by setting in motion a 15 
per cent, across-the-board cut 
in its worldwide workforce. To 
spread the pain evenly around 
all “stakeholders", it also omit- 
ted its 1990 dividend. 

Now, in the third stage of 
Centurion, Mr Timmer Is ready 
to jettison loss-making activi- 
ties which have little hope of 
returning to enduring profit on 
their own and which bear little 
relation to the group’s healthy 
businesses. However, equally 


fr on t ati on’ expresses precisely 
what happened there". 

Starting in the second half of 
1991, lower-level management 
will also be confronted with 
what Mr Timmer hopes will 
become a “mental transforma- 
tion” of the whole company. 
Now that the information 
systems division has been put 
up for sale, attention is swing- 
ing to the fiiture of Philips’s 
loss-making semiconductor 
activities. 

Theoretically, at least. Phil- 
ips already paved the way for a 
change in strategy by lifting 
semiconductors out of the 


Herd swap 
for Hepher 


Obser ver 


■ Why should Britain’s biggest 
company BT want an actuary 
as group manag in g director? 

By the same token, why should 
Michael Hepher, boss of Lloyds 
Abbey Life, want to swap run- 
ning his own show for a utility 
where he wUl be number two 
in the herd to a chief executive 
who is stOl a good 12 years 
from retirement? 

The musical chairs at the 
top of both companies says 
something not only about lack 
of top management talent in 
British industry, but about 
Hepher's huge ambition. If he 
had stayed on another year 
or two, he would have stood 
a good chance of succeeding 
Brian Pitman, chief executive 
of Lloyds Bank - Britain’s 
most successful clearing bank 
group. Instead he has preferred 
to exchange one giant bureau- 
cracy for another. 

Group managing director 
of BT may well be one of those 
chance-ln-a-Iifetime jobs. 
Hepher’s marketing ability 
is something his new employer 
needs. With Barry Bomeril, 
an ex-BTR finance director, 
providing the cost-cutting 
skills and c hairman and chief 
executive Iain Vallance over- 
seeing the regulatory battles, 
the result just could be a 
dream combination that trans- 
forms BT into something more 
exciting than just another big 
utility. 

The downside is that all 
three men are of the same age, 
and Vallance shows no sign 
of wanting to split his job. But 
despite BTs revolving manage- 
ment door, Hepher may be 
right in suspecting the chance j 
of change is greater there than 
in a stuffy clearing bank. 


releasing interim figures 
instead of the usual anodyne 
three-sentence statement And 
the shares drop 28 per cent 
in a day. • 


line.” 

Pretoria had spent only 
Rl-Sm or so, he said - inadver- 
tently providing first confirma- 
tion that funding to Inkatha 
had gone beyond very small 
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Secret weapon? 


■ What’s behind newly- 
knighted Sir Christopher Hard- 
ing’s decision to step down 
as chai rman of British Nuclear 
Fuels? An old Hanson hand 
- he once ran the family 
transport business - and used 
to work for 1(3, currently Han- 
son’s top interest 

Unlike Chris Collins, newly 
promoted to the Hanson board, 
Harding has no family connec- 
tions and has proved himself 
outside the cosy Hanson 
empire. Initially he had been 
reluctant to quit Hanson. “1 
was frankly terrified at my 
lack of technical knowledge 
and experience," he says. Then 
there was the little matter of 
his mother, who asked plain- 
tively: “Why BNFL? Why not 
a nice company like Harrods?". 

However he quickly 
impressed fellow BNFL direc- 
tors with his enthusiasm for 
their high-technologies, and 
in 1986 retiring chairman Con 
Allday proposed him as his 
successor. 

Martin Taylor yesterday had 
no knowledge of any plans for 
Harding to increase his work 
at Hanson. As a postscript 
civil servant John Guinness. 
Harding's successor at BNFL, 
is one of those credited with 
Hanson’s plan to bid for Power- 
Gen last year. 
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For the record 

■ With thefts from cars ram- 
paging in UK cities, a sorry 
tale told by motor-deafer Quen- 
tin Willson- in the journal Buy- 
ing Cars suggests embattled 
car-owners can’t win. 

One of his BMW 535i-drrvmg 
customers got so fed up with 
having radios stolen that he 
simply stuck a note over the 
aperture saying: “Don’t bother 
it’s already gone”. 

Some nights later, he found 
a side window smashed yet 
again. A scribbled note on the 
seat said: "Just checking". 


Talkdown 


■ So much for full disclosure. 

Here we have Union 
Discount, one of the Bank of 
England’s favourite financial 
institutions, breaking with 
centuries of tradition by 


Spade work 

■ South African ministers, 
Mack and white, don’t seem 
to have heard the marrm tha t 
when you are in a hole, it is 
best to stop digging. 

Foreign Minister Pik Botha, 
for example, cannot leave bad 
enough alone. First he denied 
Pretoria had funded Inkatha, 


the Zulu group at the centre 
of the current scandal. Then 
be admitted it bad (having 
himself signed the chits). Now 
he has decided the discrepancy 
between the two statements 
was - of all things - “irrele- 
vant". 

Inkatha leader Chief Mango- 
suthu Buthelezi seems prone 
to the same problem. He has 
tried to blame the scandal on 
, his personal assistant RLZ. 

I Khumalo, who obligingly 
resigned after issuing a state- 
ment displaying the most 
extravagant self-abasement. 

Alas when Inkatha officials 
called a press conference to 
announce his resignation, they 
could not produce him to sub- 
stantiate the improbable claim 
that he alone knew of govern- 
ment fimding to Inkatha 
Asked why Khumalo was miss- 
ing, one official suggested that 
if the press wanted to talk to 
him, they should go and find 

him 

When it comes to self-de- 
fence, though. Law and Order 
Minister Adriaan Vlok proba- 
bly wins the prize. When 
accused on national television 
of spending R5m on an Inkatha 
trade union, he snapped that 
this figure was “way out of 


Light fingered 


■ The problem is different in 
Ivory Coast capital Abidjan. 
There it’s the traffic li ghts that 
mysteriously disppear. 

After a year of head-scratch- 
ing police have traced them 
to a factory where they are 
turned into cooking pots. The 
owner allegedly supplies saws 
to gangs of street boys then 
buys the sawn-off lights from 
them for 40p apiece. 


Non-starter 

■ Meanwhile a magistrates’ 
court in Portland, Dorset, was 
overtaken by events when a 
charge against one Jonathan 
Bennett for an alleged offence 
involving his VW Bumble Bus, 
turned out to be technically 
faulty. The defendant 
announced he had changed 
his name two weeks before 
to Volkswagen Beetle. 

“Is Volkswagen a Christian 
name?", asked the prosecuting 
solicitor. No, the defendant 
replied, he now had a double- 
barelled surname. 

He is expected to appear in 
court again under his new 
marque at a later date. 
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wider components divirion in 
January and putting them into 
a separate product division of 
their own. This would make it 
easier for Philips to transfer 
semiconductors to a joint ven- 
ture or a partnership with 
another manufacturer. 

In retrospect, a similar 
change in structure in comput- 
ers foreshadowed the mini- 
computer deal with DEC. In 
late 1990, Philips transferred 
personal computers (PCs) away 
from the information-systems 
division to consumer electron- 
ics. This left the way clear for 
Philips to sell off its micro and 
mini-computer businesses 
while retaining its hope of 
catching up from behind in the 
PC market. The divestment of 
the micro -computer division 
shows once more that Mr Tim- 
rner is not afraid to dispose of 
businesses to which the old- 
style Philips attached much 
prestige. 

One of Mr Timmer’s first sig- 
nificant acts as president was 
to halt pilot production of a 
key computer chip - the one- 
megabit static random access 
memory (S-Ram) chip - 
because commercial produc- 
tion held out few prospects of 
profits, despite the FI lbn in 
research spending poured into 
the project since the mid-1980s. ; 

Before Mr Timmer, Philips 
had often been motivated by 
considerations other than 
profi t. In keeping with its : 
strong paternalistic past, when I 
the company financed hospi- i 
tals, schools and bousing 
estates in and around its home 
base of Eindhoven, the com- 
pany was keen to preserve 
jobs, even at the expense of 
profitability. As one of the 
main repositories of Dutch 
technical expertise, it also cast 
itself as the main bulwark 
against Japanese and US domi- 
nation of the European elec- 
tronics industry, a position 
which required' it to prolong 
activities which were long an 
prestige but short cm profit 

Previously, Philips was 
quick to blame Japanese and 
Korean competition for its life, 
slow to accept criticism and 
reluctant to discuss its prob- 
lems in public. In an interview 
with an internal compan y pub- 
lication last year, Mr Timmer 
even compared Philips unfa- 
vourably with Japanese com- 
petitors, saying: “Our organisa- 
tion is still characterised too 
much by tolerance; we do not 
get upset enough if we foil 
behind the competition or lose 
the market for a short time." 
Encouraged by this criticism 
from above, the company’s 
in-house press, once a model of 
brave-faced confidence, has fol- 
lowed suit. 

Earlier this month, “Philips 
News” quoted Mr Jan Post, 
Philips’s chief executive in 
Spain and a member of a new 
group-wide task force on cus- 
tomer service, as saying that 
until now, employees were 
used to thinking in terms of 
their bosses and the company’s 
products but not in terms of 
customers. 

Mr Post says every Philips 
establishment in Europe 
should open a centre by the 
mid of 1991 to help and advise 
consumers who have queries 
or complaints about the com- 
pany’s goods. He argued: “Our 
operation and the way we 
think, built up over the past 
century, is based on: My boss, 
my department, my colleagues, 
my factory, my production 
line, my group and my prod- 
uct. Customers? Customers are 
not my responsibility.” 


Tinkering wi 
union law 

By Norman Willis 


rrrrr — The green 

| paper on trade 
J union ' law 

. ; \ published yes- 
ralli® ; . ' V-- terday by Mr 

rrff Michael 

§il!/Si Howard, the 
employment 

MPl^ secretary. 
Haims to address current prob- 
lems in industrial relations. 
But the agenda is of the gov- 
ernment’s own making, and 
bears little relation to realities 
in the workplace. 

I detect no sign that employ- 
ers are seeking changes to the 
law. Their agenda, like the rest 
of Britain’s, centres on 
une mployment and lack of 
training. 

If Mr Howard thinks his new 
plans will be greeted with 
arv-laim at the p olling booths 
he will be sadly disappointed. 
An independent poll conducted 
recently for the Trades Union 
Congress by NOP Market 
Research showed that fewer 
than one respondent in five 
believed there was a need for 
new laws to limit union rights. 
S ignificant ly, even among Con- 
servative voters the number 
ha cking such measures was 
only 21 per cent 

But our poll did show what 
Mr Howard could do to take 


could legislate for a different 
mechanism to regulate the 
whole area of union member- 
ship and recognition for collec- 
tive bargaining- But he rejects 
any positive steps, concentr- 
ing on destroying. what exists 
without replacing it 

What this means in practice 
is that, encouraged hy the law, 
singl e union agreements, so 
often sought by inward inves- 
tors. would have little me an i n g 
when at the first sign of dis- 
agreement within the work- 
force - for instance over the 
size of a pay claim - the 
aggrieved minority could up 
and join another union. It is a 
prospect I do not relish , nor 
will employers. 

There arc problems too with 
the proposal for seven days' 
notice before a strike may 
begin. In reality, this week 
would be as much a time for 
baa ring things up &S COOUng 
them down, especially as Mr 
Howard places no equivalent 
constraints on employers from 
acting provocatively - yet 
prtnriipr example of one-sided- 


popular steps. He could intro- 
duce a law to give people at 
work the right to be repre- 
sented by a trade union when 
they have a problem with their 
employer. Ninety three per 
cent of people asked for then- 
view supported the idea. 

There is also majority sup- 
port for a law to recognise 
trade unions at workplaces 
where a union has significant 
support And if Mr Howard 
really wants to court popular- 
ity. he should take a deep 
breath, forget all those 
speeches of the past few 
months and introduce a legal 
right to a TF»inlmn"» wage. If he 
'did that he could expect the 
support of 85 per cent of the 
people surveyed by the NOP 
poIL His cam pai g n to discredit 
th is idea has flopped totally. 

I wish Mr Howard would 
take up this agenda. But 1 fear 
be will not; rather, he can be 
expected over the coming 
months not to seek support on 
all sides to tackle Britain's 
problems but to pursue propos- 
als that are either irrelevant or 
disruptive - and certainly 
heavily one-sided. 

It often seems that Mr 
Howard is not very interested 
in relationships at work. If he 
were, he would discover that 
collective agreements rarely 
command unanimous support 
There are often disaffected 
minorities who nonetheless 
have to recognise the will of 
the majority. They do that 
because of a TUC code of con- 
duct among our unions, the 
so-called Bridlington agree- 
ment, which underpins collec- 
tive agreements and union 
democracy. If that were ren- 
dered inoperable by law, the 
result could be chaotic 
and a menace to many agree- 
ments. 

If Mr Howard does not like 
the Bridlington agreement he 


ness. 

The concept of legaily-en- 
forceable agreements is one 
that was tried and abandoned 
20 years ago. If unions and 
management wish to make 
agreements that are legally 
binding they can, of course, do 
so now. But most have- no 
intention of turning working 
agreements into a lawyers’ par- 
adise. I have no evidence that 
breach of agreements is a sig- 
nificant problem. 

The plan to complicate the 
practice whereby employers 
deduct onion subscriptions at 
source will simply make life 
difficult for unions. Already 
employers and employees only 
participate if they agree to the 
deductions: what is wrong with 
that? 

If Mr Howard knows of any 
problems with this arrange- 
ment, we will look into them, 
but be is meddling with a sys- 
tem which is widespread and 
well-regarded and uncontrover- 
fllaj . 

There is some irony in the 
fact that while the world’s 
greatest banking scandal is 
unfurling the government 
should be thinking of compel- 
ling each trade union to supply 
all its members with a copy of 
its accounts. No equivalent 
obligation applies to employers 
vis-a-vis their employees, to 
banks, building societies and 
certainly not to the govern- 
ment 

The fact is that the govern- 
ment has got its proposals 
upside down. 

Trade unions haven’t caused 
the current problems - but 
they could help to solve them 
through genuine social part- 
nership. 

The challenge for the gov- 
ernment, led by Mr Howard 
pulling on his lead, is this: 
does it want British industrial 
relations to be better, or bitter? 
Does it want necessary work- 
ing together or needless disrup- 
tion? 

The author is TUC general sec- 
retary 
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S ociaBsm, capitalism; Labour, 
Conservative. He does sot think 
in these terms at alL He has a 
marvellous faci lity for numbers. But 
for him economic policy is fiscal pol- 
icy and interest , rates. Arguments of 
political economy leave him cold." 

Wild heroes wffl not drag from me 
who said that about whom. The sub- 
ject of the remark was certainly not 
my namesake Andrew Britton, the 
director of the National Institute for 
Economic and Social Research, whose 
new book. Macroeconomic Policy in 
Britain 1974-67*. is out today. 

But the author sometimes seems to 
aspire to that description. His own 
view is that union legislation, the 
defeat of the miners’ strike, deregula- 
tion. privatisation and similar policies 
bad.. very little effect on output and 
inflation. Indeed statistical evidence 
one way or another will probably not 
be available until the end of the cen- 
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Economic viewpoint 


How they managed 
the UK economy 


By Samuel Brittan 


scsaik?.*ncS!>& one vay OT another will probably not 
Uc-^v ->J inerts, . be available until the end of the cen- 
ijwf™ wry. But this is an outstanding exam- 
-Stetas.7* 5 -'sTs^Nl , “ pk of a book whose value lies in the 
! -?=e v^thin r ** narrative and analysis rather than 
t f : r »w Jo 81 1* 3 ccmdusions. 

Pay cUmi^i One of the best sections is on ideas. 
l The Keynesian policy combination. 
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There was never a 
monetarist experiment 
as interest rates were 
still set as of yore 

under challenge in the 1970s, was 
“reflation to cure unemployment, 
depreciation of the exchange rate to 
protect the balance of payments; and 
incomes policy to hold back inflation. 
The package was unusable if incomes 
policy could not be negotiated”. 

The author wisely distinguishes 
between the neoclassical reaction to 
such precepts in general and strict 
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above the market-clearing level for 
whatever reason. This does not 
depend an the narrower assertion that 
“the money supply was both measur- 
able and controllable. This belief 
came to grief amidst the fluidity of 
British financial institutions and of 
the statistics relating than.” Never- 
theless “the revival of neo-classical 
economics and belief in the efficacy of 
markets continue into the 1990s". 

The really major upheavals were 

A n economic teenager can 
almost be defined as someone 
whose optimism or 
is based on one month's figures. Not 
that adult observers Ignores the lat- 
est data; but they count them for 
their cont ri bution to a longer trend. 

Those who wrongly regard the pub- 
lished current balance of payments 
deficit as a good indicator of whether 
Britain is “In the red” have no right 
to say that Britain is “back in the 
black” because of the estimated 
£0.Q2bn surplus in June. Given the 
& swings of up to £lbn that are com- 
mon in the monthly figures it would 
be astonishing If Britain were not 
back “in the red” in July or August 
or some other early month. 

On data so far this year file current 


not do with either monetarism or 
Thatcherism, but the Orating of ster- 
ling in 1972 and its refixing in the 
ERM in 1990. Within the author’s 
period the two main changes were the 
disintegration of incomes policy and 
the end of direct controls on the bank- 
ing system. Policy suffered, he 
believes, from the absence of a fixed 
exchange rate anchor to which the 
government would be precommitted. 
He attributes the high level of infla- 
tion (and less plausibly) unemploy- 
ment to the disintegration of Bretton 
Woods. What is miRgiwg is an analysis 
of why Bretton Woods broke down 
and how the ERM could avoid its fatp 

Returning to the domestic scene: 
Britton maintains that there was 
never a monetarist experiment in the 
technical sense. Not only was the 
search for an aggregate target unsuc- 
cessful; but there was no way by 
which the Bant of Eng land control 
such an aggregate directly. Instead it 
operated on interest rates. The Bank 
of England “can, w ithin limits , decide 
the rate of interest at the short end of 
the market, day by day and month by 
month. The government can also 
decide year by year roughly what the 
level of public sector borrowing shall 
be." These are, and long have been, 
the main policy weapons. 

He is emphatic that the day-today 
setting of these variables by govern- 
ments was very little different in 2967 
from what it had been in 1974, and 
very little different then from what It 
had been 20 years earlier stflL The 
debate on economic ideas changed 
what was said more than what was 
done. Interest rates were set “very 
much with an eye to external mar- 
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COMPARATIVE PRODUCTIVITY 

(Using purchasing power parity exchange rates: UK = TOO) 

GDP per capita 1 GDP par worker * 

(1989) (1989) 
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US 


Annual percentage changes in real GDP per capita 
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Output per head:* 


3.0 

1.5 

2.1 

2.1 
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-manufacturing-. 



3.8 

0.7 

42 

42 
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2.7 

1.1 

2.1 

1.9 

1.7 

•non-North Sea eeon- 

2.7 

0.5 

2.0 

1.8 
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based on output measure. a of the employed labour force 


kets. They moved when world rates 
moved, although not one-fbr-one in 
terms of percentage points.” Nicholas 
Ridley's golden age of the 1980s, when 
policy was determined by the money 
supply alone, never existed. 


A finding in need erf more thought 
is that nominal interest rates were 3 
percentage po ints higher under the 
Conservatives than they would have 
been under Labour policies. The 
author suggests that the higher cost 


Indicators for teenagers 


deficit is running at between £3%bn 
and £7bn per annum, or about 1 per 
cent of GDP. Rather more encourag- 
ing is that the gradually Improving 
payments trend reflects not only a 
fall in Import volume, bat a recovery 
In exports despite the recent near- 
standstill in world growth. 

Moving nearer home: have retail 
sales really started to improve? All 
that has happened so far Is a one- 
month jump In June. For the last 
quarter as a whole, there was an 
apparent fell. But that, too, is mls- 
|«*dhig because a rogue high figure 


for March - due to shoppers rushing 
to beat the higher VAT - Inflated the 
first quarter of the year. Taking the 
first six months of 1991 together, 
sales volume has almost stopped fell- 
ing. This fits in with Hie new Gold- 
man Sachs activity index suggesting 
that the recession has almost but not 
quite reached bottom. Most recov- 
eries start off looking slow and slug- 
gish and aid up by being much too 
vigorous. 

The best single piece of UK eco- 
nomic news is how quickly produce- 
price inflation (excluding food, drink 


and tobacco) Is coming down. The 
■imnal rate fell to &2 per cent fids 
June. The CSO’s seasonally adjusted 
data now wtaka possible three and 
six-monthly c omparisons, which are 
3.0 and 4.6 per cent respectively on 
an n"n«Hwi basis. 

The most disappointing news is 
how slowly this fall is coming 
through to the consumers. The &8 
per emit headline rise in the Retail 
Prices Index in the year to this June 
reflects mainly the timing of mort- 
gage interest rate cuts. Underlying 
measures have been at about 7 to 7% 


of credit took the place of quantitative 
control as a brake on spending. Sven 
so had the Conservatives succeeded in 
eliminating inflation, interest rates 
would eventually have been lower 
and not higher undo- their rule. 

The main difference between myself 
artA xuy nwmftcnVo is that the Tatter 
still believes that there is a worth- 
while operational tradeoff between 
employment and inflation - despite 
his own eloquent explanation on page 
69 of the possibility of “Keynesian 
thinking forever encouraging govern- 
ments to reflate for the sake of 
short-term advantage to employment, 
and forever adding to the rate of infla- 
tion in the vain attempt to hold unem- 
ployment below the sustainable 
level”. But it is a (^formation professi- 
ondle to say that “everything depends 

on the nature of the equations”. 
Everything depends on ^ behaviour 
which the equations feebly try to cap- 
ture. 

If the study had ended later than 
1987 I wonder if Mr Britton would 
have stuck to his conclusion that the 
Thatcher government kept the pres- 
sure of demand too low tor too much 
oS the period and that it should have 
“bought” less counter-inflation 
because its unemployment price has 
proved too high. 

Although thg author that 

file objectives of macroeconomic pol- 
icy are fidl employment and price sta- 
bility, he does range wider; and I have 
taken the opportunity to update and 
enlarge some erf his comparisons. Dur- 
ing the complete economic cycle 
197939 the growth gap between the 
UK and continental Europe was 
indeed dosed, but mostly due to a fell 
in European growth. The UK lagged 
behind the US In total GUP but grew 
faster in per capita terms. On most 
domestic performance indices the UK 
did better after 1979 than in the previ- 
ous economic cycle, but not as well as 
before 1973. The exception where the 
British economy improved on Golden 
Age early performance was manufac- 
turing productivity which the govern- 
ment was said to neglect 

Most interesting of all: the absolute 
level of output per head is very simi- 
lar in the main European countries 

and Ja p an , with Britain only Slightly 

behind. The big gap still lies between 
all these countries and the US , If we 
are to believe the best estimates. 

* Cambridge University Press £30. 
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Book Review 

A pressing case 
for treatment 

M r Henry Aaron, direc- ■■ - — - 

tor of economic SERIOUS AND 

studies at the Brook- UNSTABLE 
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per cent, and still remain at this rate 
when attempts are made at seasonal 
adjustments far shorter periods. 


M r Henry Aaron, direc- 
tor of economic 
studies at the Brook- 
ings Institution, has produced 
the best recent guide to Amer- 
ica's health care debate. It is 
lurid, remarkably objective in 
its treatment of competing pro- 
posals, and admirably brief 
Mr Aaron argues that any 
credible reform of US health 
care must extend health cover- 
age to the 34m or so Ame ric a ns 
who lack insurance, curb run- 
away cost inflatio n and avoid a 
luge redistribution of income 
- which would be politically 
unacceptable. The three condi- 
tions are hard to meet at once. 

Stony on the left favour a 
tax-financed system of national 
health insurance along Cana- 
dian lines. This would cer- 
tainly achie ve universal cover- 
age. Central budget controls 
would also curb cost inflation. 
But the reform would wipe out 
the private insurance industry 
white dramatically increasing 
public spending. It is thus 
politically unfeasible. 

Radical conservatives are 
urging the abolition of tax 
incentives for employer 
schemes and their replacement 
with tax credits for individu- 
als. If the credits were large 
enough, the purchase of indi- 
vidual insurance could be 
made mandatory. Universal 
coverage might then be 
assured. But the scheme would 
do little to r estrain cost infla- 
tion because it would not alter 
the way hospitals and doctors 
are remunerated. 

Moderates, including Bush 

nifmlnlg t ratiqn nffimala, fav our 

incremental reform: voluntary 
extension of employer 
schemes, gradual enlargement 
of public programmes for the 
poor and limited regulation to 
restrain costs. This strategy is 
politically feasible but Is other- 
wise pure escapism. A decade 
of Incrementalism has done 

nothing tO CUlb COSt faflatimn. 
With premiums still rocketing, 
the number of people covered 
by employer schemes is likely 
to fell not rise. 

So what is to be done? The 
least bad option, Mr Aaron 
argues, is a variant of the 
“play or pay” proposals 
recently put forward by con- 
gressional Democrats. Employ- 
ers must be given a stark 
choice: either provide basic 
health care for employees or 
pay a new payroll tax to 


SERIOUS AND 
UNSTABLE 
CONDITION: Financing 
America's Health Care 
By Henry J Aaron 

Brookings Iminaion. 

Washington; 158 pages 

finance an expansion of public 
safety-net programmes. 
Though the reform would 
cause modest Increases in 
unemployment, Mr Aaron's 
point is that a mandatory 
extension of employer schemes 
Is the only credible way for- 
ward given the scale of invest- 
ment in the current system. 

“Play or pay", however, 
would do little or nothing to 
control costs. Mr Aaron there- 
fore proposes a crucial addi- 
tional reform: the creation of 
regional “financial agents” 
who would act as intermedi- 
aries between private insurers 
and the providers of care. 
These quasi-independent regu- 
latory agencies would act as 
“single purchasers" of care, 
enforcing local budget con- 
straints cm hospitals and regu- 
lating physicians' fees. 

private insurers would con- 
tinue to market insurance to 
businesses. But they would 
have to compete on the basis of 
quality of service rather than 
premiums which would be reg- 
ulated. An annual limit would 
be placed cm the level of tax-re- 
lieved insurance that could be 
offered by private insurers, 
with financial agents picking 
up the tab for chronically 
expensive episodes of care. 

The beauty of Mr Aaron’s 
af -foornp is that it would achieve 
universal coverage and a much 
greater degree of cost control 
without unduly disrupting 
present institutional arrange- 
ments or prejudging the ulti- 
mate direction of US health 
care reform. In the short run 
the huge private insurance 
industry would still play an 
important rate. But if the cap 
on private insurance cover 
were not raised to fine with 
inflation, its market share 
would gradually erode. The 
wpjipmp thus could (but need 
not) provide a backdoor route 
to a Canadlan-style system. 

Conservative analysts will 
rifatika Mr Aaron's conclusions. 
But his logic is bard to fault. 

Michael Prowse 
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Ambiguity of 
‘an ever closer 
union’ in EC 

From Molise Graham. 

Sir, The ambiguity in the 
Treaty of Rome, erf the phrase 
“an ever closer union", to 
which Edward Mortimer 
rightly draws attention (For- 
eign Affairs, July 3), evidently 
derives from misinterpretation 
of the United States Constitu- 
tion. 

The preamble reads: “We the 
people of the United States, in 
order to form a more perfect 
Union... do ordain and estab- 
lish the Constitution". . . 

It was a pragmatic not a rhe- 
torical statement, meaning a 
more effective union than that 
achieved under the Articles of 
Confederation (1771). 

Under these was no na ti o n al 
government but a body of 13 
separate sovereign states - no 
president, no cabinet, no exec- 
utives, no courts of justice, no 
defence force, no ta ri ng power, 
no currency. 

The misunderstanding is 
widespread, epitomised by Roy 
Hattersley’s view of the US 
constitutional authority as 
depending on “mystery and 
magic”. If the EC fails to Imple- 
ment “a more perfect union” ft 
will be marginalised in the 
new world order. 

Economically the EC cannot 
afford the luxury of multiple 
currencies, essential profits 
themselves being marginal. 
However, a single currency 
does not necessitate an unac- 
countable central bank. 

Malise G raham, 

40 Morris Road, 

Lewes. Sussex 
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Long-term is outside Stock Exchange 


R I IA 


From Sir David W DiehL 

Sir. I wonder whether the 
interests at the City and busi- 
ness are reconcilable and 
whether the two can, as Alan 
Clements hopes (Management. 
July 22), actually work 
together. 

Economies - primarily 
those erf the US and the UK - 
where more than 75 per emit of 
gross wat fonai product is pro- 
duced by pubfidy-quoted com- 
panies, appear to be suffering 
at the hands of economies tike 
Germany's and other continen- 
tal countries’ where the bulk of 
industry is controlled by pri- 
vately-held companies or 
where, as in Japan, the hanks 
and the state are the true pro- 
viders of long-term working 
capital. 

In the UK and the US quoted 
companies are largely forced to 
produce short-term results to 
keep investors happy and do so 
at the expense of competitive 


pricing; long-term strategic 
planning; Investment in 
research and development and 
new plant and equipment 
In Germany, a company 
making £10m pre-tax profit will 
pay the principal shareholder, 
aav Vim and th en plough as 
much as possible of the 
remainder back into planning, 
R&D and new plant 
The real answer to the prob- 
lem posed by Alan dements is 
that tire UK and US will only 
regain their international com- 
petitiveness when companies 
abandon the stock exchange as 
their of raising capital. 

They would either have to 
become wholly private or see 
that only a minority of shares 
was actually traded - and 
then look for Imaginative 
banks or assurance companies 
to provide long-term 


If British and US companies 
cannot find such hackers in 


their own country, they might 
well consider seeking the 
means to Bnk up with overseas 
backers which have semi the 
companies they invest in 
become the chief international 
traders of the world. There 
might, at any rate, be a lot to 
be said for British compa ni e s ' 
shifting the focus of their 
operations away from Britain’s 
stop-go economy to the Conti- 
nent itself. In this way they 
would truly become part of 
this exciting trading bloc. It is 
unlikely that British institu- 
tional investors will ever allow 
the companies in which they 
have holdings to take the 
long-term view required 
to be a true European player. 
David W Diehl, 
senior partner. 

Diehl & St Johnston, 

IT Davies Strut, 

Suites, 

Berkeley Square, W1 
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Lloyd’s Name responds on the question of losses 


From MrPaulDufty. 

Sir, References to me in 
Richard Gourlay’s article 
“Lloyd’s losers fight back: the 
Names who are refusing to suf- 
fer in silence” (June 29), aston- 
ished me for reasons which 
include the following: 

L I am not one of the Names 
who are contemplati ng le gal 
action to recover underwriting 
losses; 

2. 1 did not receive details of 
the syndicates on which I par- 
ticipate “after a trip to Cowes 
a rid a second visit to the yacht 
at St Katherine’s docks in the 


City”. These experiences relate 
to an unsuccessful approach 
made to me in 1987 by a 
Lloyd's members' agent other 
than my own; 

3. My first losses notified 
this year are comparatively 
Kmail and did not force me to 
take a job editing an insurance 
magazine. In fact, I have been 
editor of the Klnwer loose-leaf 
books for insurance practitio- 
ners since 1989. Anticipation of 
further losses in respect erf the 
1989 and 1990 years of account 
has led me to take steps to 
increase my income; 


4. Although, like every other 
Name, I am in the business in 
the hope of making a profit, 
nobody promised that 1 would 
do so; 

5. I cannot now remember 
what 1 may have been told in 
1987 about US long-tail liability 
and 1 am therefore not able to 
say that it was never men- 
tioned to me. 

Paul Duffy, 
insurance editor, 

Khnoer Publishing, 

Cramer Bouse, 

London Road, 

Kingston upon Thames, Surrey 




Compensation for BCCI sterling 
deposit holders only is unjust 


Beware the recommendation trap 


Dr Vladimir Dlouhy 

Minister of the Economy 
Czech and Slovak Federal Republic 

Dr Karel Dyba 

Minister of Economy and Development 
The Czech Republic 

Mr Torsten Thiele 

Principal Banker, Merchant Banking Department, 
European Bank for Reconstruction and 
Development 

Dr Alex Pravda 

Fellow 

St Anton/s College, Oxford 
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President 
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Dr Tomas Jezek 

Minister of foe Control of National Properly and 
Its Privatisation 
The Czech Republic 

Ing Jaroslav Jurecka 

Deputy Minster of Finance 
Czech and Slovak Federal Republic 
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Minister of Finance 

Czech and Slovak Federal Republic 

Prof Dr Ing Milan Bucek 

Deputy Minister for Economic Strategy 
The Slovak Republic 

Mr Josef Tosovsky 

Governor of foe State Bank 
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Mr William R Rhodes 

Senior Executive — International 
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Westingho use Electric Corporation 




H^ thr 


.j*: s .-s' 


From Dr S JosftL 

Sir, The scene created by the 
Bank of England taking a 
hasty and unjust decision to 
close down the Bank of Credit 
and Commerce International is 
one of people, working hard 
abroad in the UK to save 
money for the future of their 
children, being punished for no 
wrongdoings of their own. 

The Rank felled to do its 
duty of monitoring tiie bank- 
ing system by ignoring warn- 
ing after warning for many 
years and then taking a deci- 
sion that put thousands of 
innocent depositors’ savings at 
risk. 

How could it be justified in 


its actions? And, as if this were 
nothing, it is now offering a 
meagre, sum in the deposit pro- 
tection scheme to sterling 
depositors only. All depositors, 
whether they hold sterling or 
US dollar accounts, should be 
treated equally. An example 
for this is the Isle of Man 
Deposit Protection Board 
which has announced equal 
coverage for any currency 
deposits. 

After all, savings are just 
savings, whatever the currency 
they are in. 

S N Joshi, 

consultant paediatrician, 

Emg Abdul Aziz Hospital, 
Jeddah 21497. Saudi Arabia 


From Ms Susan Corby. 

Sir, Charles Batchelor’s 
advice to employers an recruit- 
ment (“Avoid job descriptions 
that only attract Superman”, 
July 23) seems to have paid no 
regard to the Sex Discrimina- 
tion and Race Relations Acts. 
He says “personal recommen- 
dations by existing staff are an 
often neglected means of 
recruitment”, but the codes of 
practice Issued under the acts 
specifically warn against this. 

He also says the candid a te 
profile should include a section 
on personality but attempts by 

interviewers to gauge personal- 
ity can be a potential s ource of 
discrimination against women 
and ethnic min orit ie s . Instead, 
interviewers should be advised 


to use more objective men- 
saxes, such as aMite and expe- 
rience. 

Finally, he describes an 
interview conducted by one 
person but the race relations 
code says: “Wherever posable, 
shortlisting and interviewing 
sh pniri not be done by one per 
son alone." 

Susan Corby, 

senior lectunr in industrial 
relations, 

Manchester Polytechnic. 

Autoun Building. 

Aytoun Strut, Manchester 

Fax service 
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China-US trade links face shake-up 


Beijing’s relations with the US will be affected in the long-term, writes Nancy Dunne 


W hile US legislation 
imposing strict condi- 
tions on China's Most 
Favoured Nation trade status 
almost certainly will not 
become law, Washington's 
trading relations with Beijing 
are due for a change. 

A 5544 vote in the US Senate 
late on Tuesday night in sup- 
port of the legislation fell well 
short of the 67 needed by the 
Democratic majority to over- 
ride a certain veto by President 
George Bush, allowing the 
White House to claim a victory 
of sorts. 

Bnt Senator George Mitchell, 
the Democratic majority 
leader, could also claim suc- 
cess. While acknowledging he 
was unlikely to overcome a 
veto, “Congress," he noted, 
"has decisively repudiated the 
president's policy on China". 

As a result of the debate 
leading to the vote, the presi- 
dent will have to take a hander 
line towards China, Beijing 
will have to show flexibility, or 
the two nations’ trade relation- 
ship will show severe strains. 

The vote also means that 
once again the US government 
will not act because of dead- 
lock between the Republican 
president and the Democratic 
Congress. In this instance the 
tough-talking president also 
suffered a severe public rela- 
tions defeat; a majority in both 
Houses successfully portrayed 
his China policy as one of 
appeasement 

The two bills emerged from 
the House and Senate laden 
with a congressional wish-list 
for changes in Chinese behav- 
iour. The few differences 
between the two bills have still 
to be ironed out in a confer- 
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CHINA expressed its gratxtnde yesterday to 
US president George Bosh in anticipation 
that he will again rescue China’s “most 
favoured nation” trade status by vetoing 
tough conditions imposed by the Senate, 
agencies report from Beijing. 

However, it criticised the Senate's decision 
as interference in Chinese internal affairs. 

With renewal of the status likely. Ye 
Rugen, a spokesman for the Ministry of For- 
eign Economic Relations and trade, said: 
“We have time and again welcomed Mr 
Bush's wise policy concerning extension of 
unconditional MFN status to China. It will 
be conducive to bilateral economic and trade 
relations.” The Foreign Ministry described 
the Senate vote as "interference*’ in China’s 


internal affairs. He said he was delighted 
that the majority in favour of conditions was 
not enough to ensure the measure’s eventual 
passage. “We note that more and more 
congressmen are regarding the general situ- 
ation of Sino-GS relations as a priority and 
advocate unconditional extension of MFN.” 

In Hong Kong, trade officials and business- 
men welcomed the vote that virtually 
assures the continuation of China's MFN sta- 
tus. 

But Mr Frank Martin, American Chamber 
of Commerce exe c uti v e director, cautioned: 
“The US administration can be expected vig- 
orously to press China about unfair trading 
practices, proliferation of missile technology 
and human rights.” 


Sounw: UN Til Date 


ence, most probably in Septem- 
ber. An attempt will be made 
to drop the most objectable 
provisions in order to attract 
wider support 

The final bill will extend for 
another year China's MFN sta- 
tus - which gives its products 
the lowest possible duties - 
but it will place conditions on 
its renewal after that These 
are likely to include a prohibi- 
tion on missile technology 
sales to “outlaw 1 " nations; 
demands for “reasonable prog- 
ress" on human rights and 
market access; a ban on 
exports of goods produced by 
prisoners; and possibly a provi- 
sion added on Tuesday in the 
Senate raffing on the pr esident 
to urge other leading trading 
nations to follow the US lead. 

Once he receives the final 
bill, the president will have 10 
days to issue his veto. Con- 
gress will then proceed to try 
to override him with a two- 
thirds majority in both houses. 
Unless China commits some 
fresh outrage, the votes will 


not be there for the Senate 
override. However the final 
vote goes, US-Chinese trade 
relations will alter. 

The debate provided Con- 
gress with the opportunity to 
indict China for a long list of 
grievances. Senator Mitchell, 
who has admitted to presiden- 
tial ambitions for 1996, person- 
ally led the fight, pulling 
together conservative anti- 
communist Republicans, lib- 
eral human rights advocates, 
and most of his Democratic col- 
leagues. He argued that China 
has engaged in "systematic 
cheating” in its trade relations, 
but that its behaviour can be 
changed, with the US market 
- its largest - at stake. 


S enator Lloyd Bentsen, 
chair man of the finance 
committee, has often 
joined with the president on 
trade issues. But in this case 
he sided with the majority 
leader. He argued China could 
become another Japan, export- 
ing cheap goods to the rest of 


the world while protecting its 
domestic market behind an 
impenetrable web of duties, lic- 
ensing requirements and other 
trade carriers. 

The president managed to 
hold more than the 34 senators 
he needs to sustain a veto by 
promising to address congres- 
sional concerns. The vote could 
also give him some leverage 
with Beijing In the way the 
1988 trade law gave him back- 
ing to demand changes from 
Japan and other partners. 

In a letter to 15 senators of 
both parties who voted with 
him, tiie president promised to 
Impose sanctions if Beijing 
does not protect intellectual 
property rights, support 
Taiwan's membership to the 
Gatt, and strictly monitor 
goods thought to be produced 
by prison labourers. 

“Additional charges” will be 
forthcoming, he said, for illegal 
textile shipments made by 
China through third countries. 
“No further licences of 
high-speed computers and no 


Gorbachev says new union treaty agreed 


By John Lloyd in Moscow 


PRESIDENT Mikhail 
Gorbachev said yesterday that 
a new treaty to regulate rela- 
tions between the Soviet Union 
and its republics had been 
agreed, even though the cru- 
cial issue of a federal tax had 
still not been resolved. 

Speaking after a 12-hour ses- 
sion of the Federation Council, 
comprising representatives of 
the republics and Soviet gov- 
ernment leaders, the president 
said the treaty was “open for 
signing” by all 15 republics, 
both those whose leaders have 
taken part in drawing it up 
and those who have boycotted 
the treaty negotiation process. 

The announcement, on the 
eve of the two-day communist 
party central committee ple- 
num, repeats Mr Gorbachev's 
tactic of achieving apparent 
harmony among the republics 
immediately before he faces a 
rough ride from party hard- 
liners. 

He preceded the last central 


committee plenum in April 
with the signature of the “nine 
plus one” agreement with 
republican leaders, ending a 
period of confrontation, espe- 
cially with Mr Boris Yeltsin, 
the Russian president 
The federal tax question, the 
main stumbling block to signa- 
ture of the treaty, was put to 
one side, although Mr Gorba- 
chev said it would be settled 
within 24 hours of the end of 
the Federation Council meet- 
ing in discussions between Mr 
Yeltsin, Mr Valentin Pavlov, 
the Soviet prime minister, and 
Mr Anatoly Lukyanov, chair- 
man of the Supreme Soviet 
The president claimed that 
all republics agreed on the 
need for a federal tax in order 
that the union would have the 
same rights to raise taxes as its 
constituent republics. He indi- 
cated that the argument cen- 
tred on the size of the fixed 
percentage of tax revenue to go 
to the centre, and on verifica- 


tion procedures to monitor 
how it is spent 

He also said the problems of 
the hanking system - where 
republic banks issue uncontrol- 
led credits to local enterprises 
- were discussed, and that 
republic’s finance ministers 
agreed on the need to cut bud- 
get deficits and to submit to 
the overall authority on mone- 
tary matters of the Soviet State 
Bank - whose board is to be 
restructured to contain repre- 
sentatives from the republican 
central banks. 

The meeting was attended 
for the first time by Mr Levan 
Ter-Petroslan, president of 
Armenia - a republic which 
has claimed independence from 
the union and has until now 
not taken part in the treaty 
negotiations. 

Asked if the “nine plus one" 
group should be renamed the 
“ten plus one", Mr Gorbachev 
said that would be premature. 
But the presence of the Arme- 


nian president “testifies that 
the positive process goes on”. 

The tactic of “leaving the 
treaty open” means that the 
representatives of the republics 
yesterday only initialled the 
document, leaving its drafters 
to incorporate last-minute revi- 
sions and produce a text which 
would then be finally approved 
by the republican parliaments. 

Mr Gorbachev knows that, 
besides the nine republics of 
Russia, Ukraine, Belorussia, 
Azerbaijan, Kazakhstan. Kirgi- 
zia, Turkmenistan, Uzbekistan 
ami Tajikistan, the republics of 
Armenia and Moldavia may 
also be persuaded to sign in 
the near future. 

Georgia, with the Baltic 
states of Estonia, Latvia and 
Lithuania, is seen as having 
made Us decisions for indepen- 
dence - though some believe 
that financial hardship may 
force a revision of view. 
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Big UK banks urged to help smaller ones 


By Tracy Corrigan and Nonna Cohen in London 


THE BANK of England is 
acting to head off a potential 
liquidity crisis by quietly 
encouraging Britain's biggest 
banks to pass on surplus cash 
to smaller institutions which 
may be feeing heavy deposit 
withdrawals. 

Local authorities, which face 
losses of around £70m ($ll7m) 
from the closure of Bank of 
Credit and Commerce Interna- 
tional, have become concerned 
about the credit quality of 
smaller financial institutions. 

A Bank of England official 
said yesterday. “We are aware 
of nervousness in the whole- 
sale money markets. We want 
to ensure that any risk of con- 
tagion is limited.” 

The Bank has stopped short 


of reassuring banks that it will 
stand behind any particular 
institution. However, it 
believes that it can avert a 
liquidity crisis by encouraging 
large banks to siphon off 
excess funds to smaller institu- 
tions. 

Some local authorities said 
they were finding it hard to 
place their surplus cash, 
because they had restricted 
placement of deposits to the 
top banks and the largest 10 to 
20 building societies, as well as 
other councils. 

However, smaller banks may 
be somewhat buttressed 
against the loss of funding 
from local authorities because 
they had foreseen liquidity 
problems. The collapse of two 


small banks earlier this year 
had alerted them to a potential 
crisis of confidence, and sev- 
eral Institutions had secured 
committed banking facilities. 

This flight to quality may 
prove very profitable for the 
large UK clearing banks, allow- 
ing them to earn more interest 
on loans to secondary institu- 
tions, and increase their mar- 
ket share in deposits. Traders 
at one UK clearing bank 
reported a significant influx of 
funds in recent days. The lead- 
ing banks may be able to shave 
their interest rates, increasing 
their competitive advantage 
over smaller banks. 

Meanwhile, money brokers 
which acted as intermediaries 
in the sterling money market 


between BCCI and local 
authorities are being boycotted 
by some disgruntled councils. 

RF Martin, Tullet & Tokyo, 
Fulton Prebon and Eurobrok- 
ers, the four brokers known to 
have acted as intermediaries 
between BCCr and local 
authorities, are all believed to 
be suffering from some decline 
in business. 

One council said it was try- 
ing to avoid using brokers alto- 
gether, by calling banks 
directly, which may involve 
accepting lower rates. Other 
local authorities said they were 
shifting business to other bro- 
kers which had not dealt with 
BCGL 
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UK travel industry faces shake-up 


By David Churchill in London 


THE UK travel industry is 
facing its biggest shake-up for 
nearly two decades under gov- 
ernment proposals that would 
bring the UK into line with 
other EC countries when the 
EC directive on package travel 
is Dully implemented next year. 

One move is to make it man- 
datory for all package tour 
companies which offer pre- 
arranged package holidays to 
be licensed by a new statutory 
licensing authority. 

Under the proposals put for- 
ward yesterday by Mr Peter 
Lilley, trade and industry sec- 
retary. failure by either tour 
operator or retailer to provide 
full details of travel arrange- 
ments to the traveller or publi- 


cation of misleading brochures 
would become criminal 
offences. 

Any surcharges imposed 
within 20 days of travel would 
also enable travellers to back 
out of the trip without penalty. 

The main impact of the new 
licensing system will be to 
bring under the consumer pro- 
tection net all package travel 
arrangements made by ferry, 
coach or train not covered by 
the existing protection for 
charter air holidaymakers. 

Although, the proposals are 
mainly aimed at giving greater 
protection to package holiday- 
makers, the new regulations 
could also cover some pre-ar- 
ranged business travel, such as 


conference and incentive travel 
when sold as a package by an 
operator. 

Travel trade officials said 
last night that the new system 
seemed to have some loopholes 
which needed clarification 
before regulations are finally 
drawn up after the September 
30 deadline for consultation. 

In particular, the govern- 
ment is undecided about 
whether the Civil Aviation 
Authority, which already 
licenses tour operators who 
provide charter package 
flights, should take on the 
extra role of licensing all tour 
operators. 

Operators would have to pro- 
vide a bond of at least 10 or 15 


per cent of annual turnover to 
cover potential insolvency, and 
the government proposes that 
a back-up fund is established 
by a levy on licensees, 

Mr Lilley said that the Asso- 
ciation of British Travel 
Agents, which has become a 
guarantor of consumer protec- 
tion for all holidays sold by its 
members in recent years, amid 
not become the new licensing 
authority as it was not a statu- 
tory body. However Abta, 
which generally welcomed the 
government's proposals, said it 
was willing to take on the job 
of administering travel bonds 
for the Civil Aviation Author- 
ity and repatriating any holi- 
daymakers stranded abroad. 


TETRA PAK, the Swiss-based 
liquid packaging group, has 
been fined a record Ecu75m 
($87m) by the European Com- 
mission after a lengthy inves- 
tigation uncovered widespread 
abuse of its dominant position 
in the EC market 
The private company, 
founded and owned by the 
wealthy Swedish Rausing fam- 
ily, immediately announced it 
would appeal against the deci- 
sion in the European Court of 
Justice and said the fine was 
“totally unacceptable". 

The group vehemently 
denied the charges levelled at 
it In a Commission statement, 
which listed about a dozen spe- 
cific instances of restrictive 
practice and predatory pricing. 
Mr Jorgen Haglind, Tetra Pak’s 
information director, said: 
“Some of these items may be 
correct; some may noL But you 
should keep in mind that these 
are contracts which have been 
signed by our customers, and 
the customers are not stupid." 

The Commission statement 
said that “Tetra Pak has car- 
ried out a deliberate policy 
aiming; to eliminate actual Or 
potential competitors ... in 
persistent breach of the Treaty 
of Rome." 

The original complaint about 
Tetra Pak’s abuse of its domi- 
nant position was brought by 
its Norwegian competitor Elo- 
pak, which had to close down a 
new plant in Italy because of 
Tetra Pak’s alleged predatory 
pricing policy. 

But Elopak said yesterday 
that the Commission's enquiry 
had far exceeded tbe scope of 
its original complaint which 
was lodged in 1983. 

Tetra Pak yesterday agreed 
with the Commission that it 
had a “near-monopoly of the 
Community market for aseptic 
liquid packaging". The Swiss 
company, whose founder 
invented the tetrahedron liquid 
carton, claims a 90 per cent 
market share but believes it 
should be assessed against the 
wider market for all liquid 
foods. “That is the principal 
reason why we're appealing,” 
said Mr Haglind. 

Earlier this week Brussels 
formally approved Tetra Pak’s 
agreed bid for Alfa -Laval, the 
Swedish dairy and food pro- 
cessing equipment company. 

Sir Leon Brittan, the EC 
competition commissioner said 
the two cases had been consid- 
ered completely separately. 
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farther exports of satellites to 
China win be authorised until 
our concerns that China 
adhere to accepted interna- 
tional non-proliferation stan- 
dards are satisfactorily 
addressed.” 


T he president will soon 
have an opportunity to 
demonstrate his intent; 
market access talks are sched- 
uled with senior Chinese trade 
officials next month. Mr Bosh 
promised the senators that the 
administration will “self-initi- 
ate” a Section 301 trade action 
against China if the talks fail 
to produce results. Section 301 
provides for a period of negoti- 
ations to be followed by US 
sanctions if market access is 
not granted 

At risk for China is up to 
J15bn in exports of textiles, 
apparel, footwear and other 
consumer goods. On the other 
hand, the nation has been for 
the last three years the largest 
US grain market, paying 8497m 
in 1990 for US wheat 


News of Mr Michael Hepher’s 
dramatic move to the number 
two slot at British Telecom is 
certainly a shot in the arm for 
the UK’s much-maligned actu- 
arial profession. The more sub- 
stantive issue for tbe market 
though, must be the size of tbe 
gap he leaves behind at Lloyds 
Abbey* Life. The remarkably 
sanguine view taken by inves- 
tors yesterday owed much to 
an impressive set of half-year 
figures, a conveniently unex- 
pected boost to the interim div- 
idend and palpable relief that 
no sinister reasons for Mr 
Hepher's abrupt departure 
could be found. It will hardly 
be surprising, though, if the 
company's rating comes under 
pressure in the short term as 
shareholders assess the depth 
of the team he leaves behind. 

There was little opportunity 
for that yesterday, as Mr 
Hepher - in the guise of group 
managing director until Sep- 
tember - once more demon- 
strated his rich talents as the 
company’s best salesman. Not- 
withstanding predictably poor 
performances from Lloyds 
Bowmaker and the estate 
agency business, the results 
were a suitably eloquent com- 
mentary on the whole strategy 
of using a banking distribution 
network to sell insurance. 


FT-SE Index: 2,530-5 (-7.4) 


amour propre of the BT board 
than to tbe share price. 


Lloyds Abbey Life 
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the flotation price - the 
shares yield around 9 per cent 
on a multiple of about 7.5. This 
may leave scope for short-term 
outperformance, such as has 
been occasionally characteris- 
tic of MG^rs sister company. 
Maxwell Communication. By 
the same token, the shares 
lack appeal an a longer view. 
There is no denying Mr Max- 
well's talent for wealth cre- 
ation. The question is how fer 
the benefits extend to his out- 
side shareholders. 


UK economy 

The latest quarterly survey 
from the British Chambers of 
Commerce comes festooned 
with dire warnings about the 
depth of recession and tbe rise 
in unemployment. Neverthe- 
less, the survey, data clearly 
support the general-contention 
that the UK economy is past 
the worst In both manufactur- 
ing and services, respondents 
are more -sanguine about 
domestic deliveries, exports, 
employment prospects and. 
investment than three months 
ago. As for profitability, the 
balance of manufacturers now 
look for an improvement in the 
forthcoming quarter for the 
first time in a year. 

The survey also provides evi- 
dence to challenge the assump- 
tion that this is primarily a - 
services recession. The worst- 4 
hit area still seems to be Lon-, 
don and the south-east, which 
may well cloud the perceptions 
of the equity market. But over- 
all, the service sector remains ■ 
a good deal more optimistic 
than the manufacturers. Per- 
haps it is among small service 
companies that the market 
should be hunting for bargains. 
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Mirror Group 

The first results from the 
Mirror Group as a public com- 
pany are genuinely impressive. 
To have increased circulation 
revenue by 7 per cent in the 
past six months is good going. 
To have held advertising reve- 
nue unchanged in the depths 
of a recession is nothing short 
of remarkable, as is the 
increase in operating margins 
from 20 per cent to 21 per cent. 
The fact that the group 
depends on a fairly stable cir- 
culation base for two-thirds of 
its revenue makes it less 
highly geared to the economic 
upturn, like the tabloid press 
in general; but at least it will 
enter the upturn at a higher 
level than tbe competition. 

This raises afresh the ques- 
tion of whether the shares will 
ever be worth holding. Tbe flo- 
tation has been one of the most 
spectacularly poor investments 
of recent years, underperform- 
ing the market by nearly a 
quarter in the first two 
months. This has resulted 
partly from recent reports of 
financial pressure on the 
majority owner, Mr Robert 
Maxwell, partly from the per- 
haps not unconnected feet that 
the issue was aggressively 
priced in the first place. 

At- yesterday’s 102p - ll%p 
off tbe bottom, but 23p short of 


By Car the most important 
consequence of BTs agreement 
with Oftel is a macroeconomic 
one. It gives a green light to 
the sale of the government’s 
remaining stake in Britain's 
biggest company, thus offering 
the more certain prospect of a 
£10bn boost to public finances 
at a time when spending pro- 
jections in the UK are storting 
to look particularly grim. 

Not that anyone outside BT 
seriously expected the thorny 
issue of contributions by com- 
petitors to its local network 
deficit to be left to the Monopo- 
lies and Mergers Commission, 
thus scuppering the float BTs 
Mr Vail anna perhaps deserves 
an Oscar for Tnairrtehitng his 
threat; but the deal now 
thrashed out with the regula- 
tor clearly demonstrates that 
there was always more to lose 
than to gain from such a dras- 
tic course. BT admittedly has 
won clarification on certain 


points - notably a more pre- 
cise definition of the market 
shares required to trigger 
access payments from the likes 
of Mercury - and a more 
enthusiastic endorsement from 
the regulator than hitherto of 
the principle of rebalancing the 
charging structure. But in the 
main, Sir Bryan has stuck to 
his guns, even if the sums 
involved mean more to the 


Lasmo 

It is hardly surprising that 
the market was disappointed 
by Lasmo's interim figures. 
Sales were depressed by the 
Indonesian government’s take 
and by adverse stock move- 
ments over the period. Two- 
thirds of post-tax profit came 
from nonoil and not necessar- 
ily recurring items, notably 
interest income and a tax 
rebate linked to spending in 
the North Sea. thus raising the 
suspicion that Lasmo is better 
at financial than underwater 
engineering at the moment. 
Expectations of good news on 
the exploration front and a div- 
idend increase to match the 
company's own self-confidence 
were not in the end forthcom- 
ing. 

The minutiae of the num- 
bers. however, are not really 
relevant in assessing the 
shares. At 348p. down 12p yes- 
terday, they do not look that 
dear in relation to estimates of 
net asset value. The challenge 
for the company, though, is to 
convince sceptics that it 
remains a growth stock, and to 
limit the temptation which 
Enterprise shareholders have 
been unable to resist to focus 
attention on earnings. Lasmo’s 
global potential looks impres- 
sive. but a reminder that it can 
be realised is overdue. 
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RJR Nabisco profits 
hit $79m in quarter 

'RJR -Nabisco, the US tobacco and food group, 
yesterday reported second -quarter after-tax 
profit of $7901, compared with a Si 08m loss in 
the same period & year earlier. Page 16 

Exxon up to $1.1 3bn 

Nat Income at Exxon, the world's biggest oil 
company, rose 2.7 per cent to $1.l3bn or 90 
cents a share from Sl.lbn or 87 cents a year 
earlier. Page 16 

First Chicago cuts workforce 

First Chicago announced plans to cut its work- 
force by 1,000 as part of a $100m cost reduc- 
tion programme this year. The cuts will focus 
on its Global Corporate banking operations, 
which serve large corporate and institutional 
customers. Page 20 

Failing to make a gold chain 



The merger talks between Newmont Mining 
and American Barrick Resources, two leading 
gold mining companies, may have failed 
because of substantial cultural differences 
between the corporations, particularly at senior 
management level. Seven weeks of talks have 
now made dear that much disagreement 
remains and that the most productive links 
between the group could be in the form of 
cooperative agreements. Page 17 


Beefing up Ireland’s image 

a Ireland has launched a 
quality assurance 
scheme for its beef 
products - complete 
with shamrock logo - 
which it is hoped will 
make Irish meat the top 
choice for European 
consumers. Kieran 

Cooke reports on the bid by Ireland’s beef sec- 
tor to become more market-oriented as it faces 
falling EC sales. Page 24 


Trying to woo the ladies 

A Hamburg-based financial consultant has set 
up a fund directed at German women investors 
"alienated by the specialist jargon" used by 
many investment advisers. The investment 
committee favours companies run by women. 
The consultant notes- “We are not against 
men. We lust want women to be better 
informed." Page 18 


Profits rise at Mirror Group 

Mirror Group Newspapers, headed by Robert 
Maxwell and floated in May. madB a pro- 
forma pre-tax profit of £42m (570m) in the six 
months to June 30, an increase of 1.4 per cent 
on the comparable period. Page 21 

Lasmo profits fall 29% 

Lasmo, the UK independent oil company, 
reported a 29 per cent drop in interim pre-tax 
profit from E42.6m to £30.4m ($51 m), due 
mainly to Increased write-offs as it expanded 
Its oil exploration programme. Page 21 


Market Statistics 


Ease lending rates 

32 

London traded optons 

a 

Benctmark Govt bonds 

2D 

London tradlt options 

a 

rFA indtos 

20 

Managed fund service 

28-32 

FT lm bond sw* 

20 

Money markets 

32 

inandai lutures 

32 

New *it bond issues 

20 

Foreign exchanges 

32 

World comrexfity prices 

24 

London recent Issues 

a 

World stock mfd bxSces 

33 

London store service 

28,27 

UK dhrfdends announced 

21 


AN! 

16 JCI 

16 

ANZ 

20 Jacques Vert 

21 

Air New Zealand 

16 LaFarge Coppde 

17 

Air Panama 

16 Lasmo 

21 

Allianz 

17 Uoyds Abbey Life 

17 

American Barrick 

17 LWT (Holdings) 

21 

Avon Products 

16 Mirror Group 

23 

BFB 

20 NHL 

21 

BP1 

20 Nat Australia Bank 

20 

Bundaberg Sugar 

16 Newmont Gold 

17 

Capita Group 

21 Newmont Mining 

17 

Continuous Station 

22 Nova Corp 

16 

Cray Research 

16 PT Inco 

16 

Deutsche Bank 

17 Prontaprint 

22 

Du Pont 

16 RJR Nabisco 

16 

Eve Group 

22 Radius 

21 

Evergreen Group 

16 Rotaprint 

21 

Exxon 

16 Skopbank 

20 

Gibbon Lyons 

21 SMT-Goupil 

17 

Gulf Inti Bank 

16 Tate & Lyle 

16 

ITT 

16 Texaco 

16 

Indian Oil Corp 

20 Tottenham Hotspur 

21 


Union Carbide 

16 


[I Chief price changes yesterday II 



COMPANIES & MARKETS 


C THE FINANCIAL TIMES LIMITED 1991 


Thursday July 25 1991 



Compaq drops 81% in quarter 


By Martin Dickson in New York 

COMPAQ COMPUTER, the US 
personal computer manufacturer 
which has eryoyed nine years of 
spectacular growth, yesterday 
showed it had succumbed to 
recession, price competition and 
upheaval in its American distrib- 
utor network when it announced 
an 81 per cent drop in second- 
quarter net income. 

The company made $20m, or 23 
cents a share, compared with 
$104m, or $1.18 a share, in the 
same period of last year, while 
sales dipped 17 per cent to 5718m. 

Compaq's share price tumbled 
in May when the company 


warned that it expected second- 
quarter earnings per share to be 
less than 25 cents, so yesterday’s 
statement had little effect on the 
market. 

At midsession its stock stood 
at $32 Vj, up $%, on the New York 
Stock Exchange. 

Compaq’s heady growth since 
its foundation in 1982 had been 
due to concentration on techno- 
logically advanced IBM-corapati- 
ble personal computers, which 
could command a premium price. 
However, over the past few 
months it has been hit by three 
problems. 


First, it and market leader 
International Business Machines 
have bad to slash prices of per- 
sonal computers in an attempt to 
hold market share against manu- 
facturers of much cheaper PC 
"clones”. 

Mr Joseph Canion, Compaq’s 
chief executive, said yesterday 
that "the PC market in general 
remains very price competitive, 
which is having an adverse effect 
on revenues and profits”. 

Second, the company has been 
hurt by a wave of consolidation 
among large PC dealers in the 
US, involving eight of its top 10 


distributors. It said yesterday 
that this had meant delays in 
products being reordered as the 
merged groups checked their 
combined stocks. 

Third, in common with other 
US manufacturers Compaq has 
relied on the European market 
over the last year to offset slug- 
gish US sales, but that market is 
softening. 

The stronger dollar is also hit- 
ting reported foreign revenues. 

Compaq’s international unit 
sales were up in the quarter com- 
pared with the year-ago period, 
but die increase was offset by 


Abbey National is set to star in UK banking, writes David Barchard 


T HERE IS going to be blood 
on the floor and those who 
arc about to spill it are in 
a grim mood. On Friday. Uoyds 
Bank will announce its half-year 
results. The three other “Big 
Four” UK banks, as well as 
Abbey National, follow next 
week. Even by the gloomy stan- 
dards the banks have set in the 
last few years, the 1991 half-year 
figures are likely to make 
depressing reading for their 
shareholders as UK bad debt pro- 
visions drive pre-tax profits down 
to levels well below those of a 
year ago. All four clearing banks 
put together are unlikely to 
match Barclays £6Q2m ($lbn) pre- 
tax profits at the interim in 1990. 

According to some forecasts, 
they may not even manage to 
match the £4 08m achieved by 
Lloyds at the half-year in 1990, 
Most galling of all. Abbey 
National, the building society 
which converted into a retail 
bank two years ago, looks poised 
to outstrip the profits of all Big 
Four clearers with £303m. even 
though it is a much smaller insti- 
tution. 

This time it is not Third World 
debts but the recession in the UK 
economy which is responsible for 
the sector's poor showing. 
Although there will not be huge 
plunges into the red and only 
Midland is in danger of declaring 
a pre-tax loss, file underlying per- 
formance of the banks will be 
se en to have worsened. 

TSB, the only large UK bank- 
ing group so for to announce its 
half-year results, made a loss of 
£150m, compared with pre-tax 
profits of £175m a year earlier, 
after Hill Samuel, its corporate 
finance and merchant banking 
arm, made provisions of £344m 
against corporate debts. 

TSB has sometimes pointed up 
trends for the rest of the sector, 
but stockbroker analysts gener- 
ally believe that its disastrous 
experience this year is prompted 
by mistakes at Hill Samuel and is 
not entirely typical. 

In the late 1980s, the banks' 
lending grew at record levels. In 
1988. Barclays increased its loan 
book by more than 35 per cent 


A shining light 
in a gloomy 
environment 


currency changes and price cuts, 
producing fiat international reve- 
nues. 

Mr Canion said: "A continua- 
tion of these trends, together 
with any greater strength of 
the US dollar and the typical 
seasonal softness in Europe 
in the third quarter, would cause 
third-quarter results to be less 
than those for the second quar- 
ter.” 

For the six months, net income 
totalled 5135m, or $1.49 a share, 
against 5196m, or $233 a share, in 
the same period of 1990. Sales 
were unchanged at Jl.Tbn. 


i BIG BANK RESULTS^] 

i PRE-TAX PROFIT/LOSS (£m) j 


Now a fair proportion of its 
loans, and those of its competi- 
tors, are coming unstuck. 

"The bulk of the lending provi- 
sions will he against bad debts of 
under £250,000," says Mr Julian 
Robins, banking analyst at Bar- 
clays de Zoete Wedd, the Invest- 
ment banking arm of the Bar- 
clays group. "There have not 
been many big corporate failures 
this year.” With 
the downturn in 
the economy, 
there have been 
enough small fail- 
ures to force pro- 
visions up dra- 
matically. Last 
year, the Big Four 
put aside just 
under £1.5bn in 
provisions against 
bad debts. This 
year’s figure is 
certain to be .*■ ft 
much higher. UBS ** 


quickly, in spite of foiling inter- 
est rates and an assured eventual 
recovery in the UK economy. 

"Bad debt charges might 
remain over 1 per cent of 
advances for some time,” says Mr 
Derek Chambers, banking ana- 
lyst at Carr Kitcat & Altken, the 
city stockbrokers. "Everybody 
has assumed that as soon as the 
economy picks up, they will foil 
away, but it could 
well take longer, 
and that will 
make a huge dif- 
ference to the 
potential profits 
of the banks in 
the rest of the 
year and in 1992.” 

There is some 
good news to off- 
set the bleak 
news of bad debts. 
The banks, espe- 
cially- Midland 
. and Lloyds, 


Phillips & Drew, Sir Peter, Midland’s head, should benefit 
the London in- ma y have to cut dividend frhhi a continuing 
vestment banking foil in their staff 

arm of Union Bank of Switzer- numbers this year of around 4-5 
land, estimates that it will be per cent and even if a profits 
around £2.42bn, (2 per cent up bonanza is not to be expected 
overall. from widening interest rate mar- 

Some banks, notably National gins, spreads have undoubtedly 
Westminster, the second-largest improved. There should also be a 
clearer, may increase their bad substantial improvement hi the 
debt charges by a much higher banks’ income from non-interest 
percentage. NatWesPs increased sources such as fees and commis- 
charges reflect its particular sions which - as the complaints 
problem of heavy losses in the US of businesses attest - seem to 
as a result of property loans by have been soaring over the past 
its US subsidiary NatWest Ban- six months, 
coip which cost it around £100m "The banka have been making 
in the first half of the year. money on such things as the 
The depressing thing about advice they give small business- 
these increased debt charges is men on how to get out of the rut 
that they are unlikely to go away they have fallen into,” says Mr 


Takeover battle looms as 
ACM rejects A$210m bid 


By Mark Westfield in Sydney and Kenneth Gooding in London 


AUSTRALIAN Consolidated 
Minerals yesterday rejected a 
A$210m (USS162.8m) cash offer 
from Western Mining Corpora- 
tion and the Normandy Poseidon 
group, setting the stage tor a bit- 
ter takeover battle. 

If successful, the bidders 
intend to split up ACM. Western 
Mining, Australia’s second-larg- 
est mining company, would take 
ACM’s world-class Mt Keith 
nickel project while Normandy 
would keep the Golden Grove 
base metals joint venture and 

nfVpf adopts 

Analysts said the takeover bid 
would probably be a drawn-out 
affair and depended on the sta- 
mina of AFP, a Monace-based 
group which owns 27 per cent of 
ACM. AFP said it did not intend 
to accept the offer, which is 
dependent on 90 per cent accep- 
tance, at the present price. 

The bidders are offering 90 
cents for each ACM share, an 18 
per cent premium on Tuesday’s 
closing price of 76 cents. It is also 


40 per cent above the average 
ACM price during the past three 
months. 

ACM has been working 
towards developing the Mt Keith 
nickel project with Outokumpu, 
the stateowned Finnish metals 
group, and last night said agree- 
ment had been reached for the 
$350m project to go ahead. The 
project will add about 5 per cent 
to western world nickel capacity. 

Outokumpu would pay about 
A$80m in cash to ACM for half 
the Mt Keith project land and to 
cover some expenses already 
incurred. A US$7.5m down pay- 
ment had already been made. 
Outokumpu would be the biggest 
customer for Mt Keith’s output 
and intends to market the rest 

The deal between ACM and 
Outokumpu over Mt Keith 
depends on the Foreign Invest- 
ment Board giving its approval 

Apart from from the Mt Keith 
project, ACM owns 40 per cent of 
ACM Gold and its North Flinders 
gold mine in the Northern Terri- 


UK telecoms sell-off cleared 


By Hugo Dixon in London 

THE UK government is moving 
full yfoam ahead with its planned 
privatisation of a second tranche 
of BT shares scheduled for 
November. This follows a deal 
drawn up yesterday between the 
company, formerly British Tele- 
com, and OfteL its regulator, on 
how the UK telecommunications 
nwArf should be opened to com- 
petition. 

Gover nment minis ters aim to 
announce plans for selling BT 
shares to the UK public through 
share shops, possibly as early as 
next week. Then the Treasury’s 
"global bookrunner” scheme will 
be announced, under which the 
merchant bank S.G. Warburg will 
sell shares to institutional inves- 
tors across the world. 


Following the deei with OfteL 
BT plans to announce next week 
details of price changes to come 
into effect in September. The 
company is expected to increase 
line rental charges by 8 per cent, 
cut international charges by 10 
per cent and leave other call 
charges unchanged, said Mr Step- 
hen Owen, an analyst at stock- 
broker James CapeL 

Nine companies have applied 
to the Department of Trade and 
Industry for licences to compete 
with BT. 

BT has foiled to persuade Oftel 
to give the company greater free- 
dom to increase its rental 
charges to bring them in line 
with costs. However, it is press- 
ing to be allowed to put such 


Peter Toeman of UBS Phillips & 
Drew. 

Midland Bank’s results will be 
watched with special attention to 
see if it shows any signs of shak- 
ing off the malaise which Viaa 
afflicted it for the past few years. 
It is expected to make a small 
loss, in spite of the receding con- 
sequences of its mistaken deci- 
sion two years ago to position its 
treasury operations on the 
assumption that interest rates 
would fall, when they were in 
fact rising sharply. 

Midland has a new chairman, 
Sir Peter Walters, and a new 
chief executive, Mr Brian Pearse, 
and the City will be looking for 
some sort of signal about how 
they intend to steer the hank 
back into stronger profits growth 
and overcome the underlying 
problem of a weaker income 
stream than its competitors. 

The new men at Midland may 
well have to cut the dividend, 
perhaps by as much as three 
quarters, allowing it to foil from 
7.3p at the halfway point last 
year to 13p. They will also have 
to fhrnk about strengthening the 
bank's espial ratios. Even if they 
do not announce a rights issue 
this time around, one is probably 
on the way before very long. 

"Midland may not expect their 
price to go any higher until one 
happens,” says Mr Robins at 
. BZW. The capital strength of 
other banks will be scrutinised to 
see if they too may need to resort 
to a cash call NatWest appears 
to be file most likely candidate 
for one after Midland. 

Anyone looking for a healthy 
increase in the dividend will 
probably have to turn to Abbey 
National which should be able to 
push its dividend up by 11 per 
cent to 33p. Because its business 
is concentrated in the mortgage 
sector, in which it has a century 
of experience, it is sheltered from 
the losses afflicting its rivals, 
although bad debt provisions 
may still reach £60m, a figure 
which Abbey National would 
have found traumatic a year or 
two. This year, will enable it to 
take a bow as the new star of the 
banking sector. 
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Siemens 
unveils 
20% rise 
in orders 

By David Goodhart in Bonn 

SIEMENS, the German electrical 
and electronics group, yesterday 
announced an nnexpededly high 
20 per cent order increase for the 
first nine months of the current 
financial year. Orders rose from 
DM51bn ($29b u) to DM6L3bn . 

Net - profits rose from 
DM1.14bn during the first nine 
months of last year to DMlJltm 
in 199L This confirmed expecta- 
tions of a slight increase in earn- 
ings for the year ending Septem- 
ber 30. 

Domestic orders rose by 31 per 
cent - from DM20.8bn to 
DM27 J2bn - and by 13 per cent 
abroad. The increase in orders 
has been significantly boosted by 
the consolidation of Siemens- 
Nixdorf and Plessey. Without 
consolidation, the order increase 
would have been just 12 per cent 

Domestic orders were boosted 
by demands from east Germany, 
especially from the Bundespost 
Bast Germany accounted for 
DMKtim of the total new orders. 

Despite these special factors, 
analysts were impressed with 
the rise In orders. Order esti- 
mates for the year have been 
revised upwards to DM80bn. 

The rise in foreign orders was 
especially impressive at a time 
when many German capital 
goods producers were seeing a 
foil in sales abroad. 

Foreign orders were boosted 
by a 39 per cent Increase In 
transport equipment, a 33 per 
cent rise in telecommunications 
equipment, and a 27 per cent 
advance in power generation. 
Ki»TTii»ns recently announced a 
DM2.6bn order for a power plant 
in Iran. 

Despite the rises in earnings, 
orders and sales, Mr Brian Wil- 
kinson, an analyst with Paribas 
Capital Markets Group, warned 
of “clouds on the horizon for 
profits" - especially in view of 
the 15 per cent increase in per- 
sonnel costs over the nine 
months. 

The workforce rose from 
373,000 to 407,000. He also said 
that Siemens-Nixdorf continues 
to be a problem. Siemens-Nbalorf 
losses for the year are expected 
to be about DM350m. 

• The recent boom years for the 
German mechanical engineering 
sector appear to be over with a 
sudden increase in short-time 
working from virtually nothing 
to 40,000 in June. 

The sector, which has recorded 
a 20 per cent sales increase in 
the past three years, has total 
annual sales of DM2i6bn and is 
the country’s leading exporter. 

Forecasts of a slight sales 
increase for the sector in the cur- 
rent year are now being revised 
downwards. 


LLOYDS ABBEY LIFE 


tory; 45 per cent of the Golden 
Grove base metals Joint venture 
In Western Australia; 75 per cent 
of Comaria Energy, the oil con- 
cern; 34 per cent of Clutba Coal 
and 19.9 per cent of Nlcron 
Resources, the base metals 
miner. 

This Is Western Mining’s sec- 
ond attempt to acquire ACM. In 
October, 1986, it bought a 193 per 
cent stake from Amax of the US 
and bid unsuccessfully before 
selling out at a profit 

Normandy Poseidon has sub- 
stantial gold, diamond, industrial 
minerals and base metals assets 
in Australia. The group is sitting 
on AS300m in cash following the 
sale two weeks ago of an U.6 per 
cent shareholding In the New- 
crest Mining gold company. 

Anglo A m eri can Corporation of 
South Africa has chosen Nor- 
mandy to be its vehicle for 
expansion in Australia. Anglo 
American already owns 15.6 per 
cent and has FIB approval to lift 
its stake to 193 per cent ’ 


CORE BUSINESSES SHOW 
FURTHER GROWTH 


“Our core businesses of life insurance and broking have 
performed very well against a background of depressed sales 
in the industry. The growth in sales of life insurance to Lloyds 
Bank customers is being boosted by our expanding sales 
force, the early results of which are encouraging." 




Chairman 


SUMMARY OF RESULTS 


charges up by 10 per cent a year 
in real terms when the issue is 
reviewed next year. 

Under the deal between BT and 
Oftel the regulatory body retains 
the power to waive payments 
from competitors to BT for use of 
the company's local network 
until competitors achieve a mar- 
ket share of 10 per cent each. A 
time limit of June 1997 has been 
set for expiry of tins w a i ve r . 

Mr Iain Vallance, BTs chair- 
man, who told shareholders last 
week that he would prefer, to be 
Investigated by the Monopolies 
and Mergers Commission than 
accept Offers proposals, denied 
that the deal was a climb-down. 

lex, Page 14; Eephe r profile, 
Page 23 
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Exxon and Texaco lose momentum 


By Karan Zagor in New York 


THE pressure on refining and 
marketing operations in the oil 
industry in the second quarter 
was reflected in the results of 
Exxon and Texaco, two of the 
world's biggest integrated 
international oil companies. 
Both posted slimmer profits 
after an exceptionally robust 
first quarter. 

Net income at Exxon, the 
world’s biggest oil company, 
rose 2.7 per cent to $1.13bn, or 
90 cents a share, from SLlbn, 
or 87 cents, a year earlier. Rev- 
enues improved 45 per cent to 
$27-27bn from $26.Q9bn. 

Mr Lawrence Rawl, chair- 


man, attributed the improve- 
ment to higher natural gas 
sales volumes, refinery crude 
runs and petroleum product 
sales, combined with higher 
crude prices. 

The company also benefited 
from lower financing costs as a 
result of reduced debt levels 
and interest rates. 

Lower product margins were 
reflected in Exxon's earnings' 
from refining and marketing, 
which dropped 7.3 per cent to 
$532m in the quarter from 
$574m. Earning from US 
operations rose 387m to $lL3m 
while overseas earnings 


declined $7Sm to $419 hl 

Exxon’s income from explo- 
ration and production 
. operations increased $97m to 
$642m, with all of the improve- 
ment coming from the US, 
where earnings rose $98m to 
8179m. Foreign earnings were 
off Sim at $463m. 

In the first half, Exxon’s net 
income surged more than 40 
per cent to $357bn, or £268 a 
share, from $238bn, or $1.88, 
the previous year. Revenues 
grew 9.8 per emit to $5755bn 
from $525bn. 

Texaco’s second-quarter 
earnings were hurt more 


severely by the US recession’s 
impact on demand for gasoline 
and other petroleum products 
during the period. 

Texaco's second-quarter net 
income foil 23.8 per cent to 
$269m, or 94 cents a share, 
from $853m, or $L26, a year 
earlier. Revenues rose to $9bn 
from $S,7bn. 

Mr James Kinnear, president 
and chief executive, said mar- 
gins in the west coast of the US 
were particularly hard hit In 
the quarter. 

He expects the soft market 
conditions to continue into the 
third quarter. 


Wail Street 
unimpressed 
by Avon’s 
10% gain 


By Karen Zagor 
in New York 


AVON Products, one of the 
world's biggest manufacturers 
of cosmetics and toiletries, 
yesterday turned in a 10 per 
cent increase in second-quar- 
ter nrt gaining s on sales that 
rose 4 per cent 
Net income in the three 
months ended June 30 was 
$52. lm on sales of $828.9m, 
against $38.5m on sales of 
$793.3m in the 1990 second 


Primary per-share earnings 
edged higher to 69 cents from 
68 cents. The company said 
primary warnin gs per share 
were reduced by the conver- 
sion of 18m preferred shares 
into about 13m common 
shares in June. 

Fully-diluted earnings per 
share rose 12 per cent to 73 
cents from 65 cents. 

Wall Street registered its 
dissatisfaction with the figures 
by marking Avan's stock $3% 
lower at $44 V* at mid-day. 

Ms Diana Temple, an ana- 
lyst at Salomon Brothers, 
attributed the stock’s decline 
to Wall Street’s focus on pri- 
mary earnings per share 
instead of fully-diluted earn- 
ings. Although US sales were 
weaker than, expected, Ms 
Temple has not changed her 
1991 earnings estimates of 
$255 a share for Avon. 

Mr James Preston, jfliainmw 
and chief executive, said 
strong international sales 
more than offset softness in 
the recessionary US market 

“We saw a modest Improve- 
ment in US performance 
towards the aid of the second 
quarter, and if current trends 
continue, US revenues will 
match or exceed the third 
quarter last year.” 

International sales rose 13 
per cent in the second quarter 
while US sales slid 8 per cent 


RJR Nabisco profits hit $79m 


By Nikki Talt in New York 


RJR NABISCO, the tobacco 
and food group which was sub- 
ject to the biggest leveraged 
buyout in the US two years 
ago, yesterday reported an 
after-tax profit of $79m in the 
second quarter of 1991, com- 
pared with a $108m loss in the 
same period a year earlier. RJR 
returned to a much smaller 
“token” profit in the first quar- 
ter of the current year. 

The improvement, however, 
was largely due to reduced 
interest charges and an operat- 
ing profit improvement on the 
food side. 

The huge tobacco business 
saw profits which were largely 
overall — aMinng Ti this 
masked strong growth in inter- 
national operations, offset by 
lower volumes and increased 
marketing expenditures for 


RJR’s domestic tobacco. 

The company's common 
stock foil by % to $U% on the 
news, but the bonds generally 
rose. 

RJR saw total operating 
income increase by 5 per cent, 
from $735m to $773m, while net 
sales rose by 9 per cent to 
$3.78bn. Within these figures, 
the profits contribution from 
food (before the amortisation 
of goodwill and trademarks) 
increased to $226m ($199m) on 
sales of $L57bn ($L44bn), while 
the tobacco division reported 
$728m ($718m) on sales of 
$2J21bn ($LQ2bn). 

RJR claimed both domestic 
markets had been "intensely 
competitive and clearly 
affected by competition 1 ’, and It 
warned that it expected this 
state of affairs to continue for 


the rest of the year. 

On the tobacco side, how- 
ever, the international 
operations - which saw a 28 
per cent sales advance and a 29 
per cent increase in business 
unit contribution - cushioned 
the impact 

Net sales for domestic 
tobacco were 3 per cent higher, 
helped by price increases, but 
bumness unit contribution fen 
three per cent as marketing 
costs rose. 

Total interest expenses fell 
sharply, however, from $770m 
to $541m. The highly-leveraged 
company has been steadily 
refinancing its debts and 
ex pandin g its equity base. RJR 
said that its debt to total 
equity ratio had improved to 
2.7-to-l, from 4.4-to-l at the end 
of 1990. 


Du Pont slides 21% to $549m 


DU PONT, the largest US 
chemicals company, yesterday 
announced second-quarter 
earnings of $549m, or 81 cents a 
share, down 21 per cent from 
$69410. or $LQ2, for the sawn 
period last year. 

Mr Edgar Woolard, Du 
Poufs chairman, said alth o u g h 
petroleum earnings were up 38 
per cent from last year and 
there were signs of recovery in 
its US fibre businesses, the 
impact of continuing weakness 
in key markets depressed sec- 
ond-quarter earnings. 

Sales for the quarter were 
$96bn, 2 per cent above sales 
of $9.6bn a year ago. 

For the first half of the year 
earnings were $1.14bn, or $L69 
a share, against $1.31bn, or 
$L92. Sales were $195bn, a 2 
per cent increase from last 
year's $19.1 bn. 

• Union Carbide, the US 
chemicals company, posted 
secondquarter net income of 
$50m, or 35 cents a share on a 
folly-diluted basis, down from 
last year's 1116m, or 79 cents. 
Sales were $1.75bn, against 
$lB7bn a year ago. 


US QUARTERLIES 


Approximately $25m of the 
decline in the secondquarter 
net income resulted from lost 
profits related to the interrup- 
tion of production following an 
accident at the company’s Sea- 
drift Texas, facilit y last March. 

Currentquarter net income 
was also affected by an esti- 
mated after-tax loss of $l4m 
resulting from previously 
announced plans to sell the 
transformer retrofiH business 
from its Unison Transformer 
Services subsidiary. 

For the six months to end- 
June, net income was $133m, 
or $0.92 a share, against $21Qm, 
or $1.43 a share. Sales for the 
first half were $3.61bn, against 
$3.79bn. 

• Times Mirror, the Los 
Angeles-based media group, 
yesterday posted second-quar- 
ter net earnings of $90.7, or 24 
cents a share, against $47m, or 
36 cents a share. 

Revenue for the quarter was 
9880.5m against $906.6m in the 
year-earlier period. 


For the first half of 1991, net 
earnings were $54m, or 42 
cents a share, compared with 
last year’s $93m, or 72 cents a 
share. Revenue was $L74bn, a 
2.1 per cent decline from last 
year’s $L78bn. 

• Ingersoll-Rand, the New Jer- 
sey-based manufacturing com- 
pany, posted secondquarter 
earnings of $325m. or $0.63 a 
share, on . sales of $823m. 

The results compared with 
earnings of $53 An, or $L(B a 
share, on sales of $932m for the 
same period last year. 

Earnings for the first half of 
the year were $61 An, or $L18 a 
share, on sales of $L79bn,- 
against earn mgs of $99 An, or 
$1.89 a share, on sales of 
$L83bn a year ago. 

• Electronic Data Systems, 
General Motor's information 
technology services subsidiary, 
announced secondquarter 
earnings of $139 -8m, or $0.58 a 
share, against $ 1255m, or $0.52 
a share for the same period a 
year ago. 

Revenue for the quarter was 
$L68bn, against $L46bn. 

Compiled by Rieka Nachoma 


ITT posts 
drop in 
net income 
to $ 206 m 


By Marital Dickson 

in New York 


ITT, the US conglomerate 
whose chairman has become a 
li ghtning rod for cziticisni of 
high executive pay, h 
reported a drop in second- 
quarter net income, which it 
Mamed on recession in die US 
and Europe. 

The company reported net 
income of $206m, or $1.53 a 
share fully diluted, on sales 
little changed at $5.1bn. In the 
second quarter of last year, it 
produced net income of $3S7m, 
or $2 j 80 a share, but that was 
helped by a $139m after-tax 
gain on the sale of 7 per cent 
of Alcatel, the leading telecom- 
munications equipment com- 
pany, in which it retains a 30 
per cent stake. 

Mr Rand Araskog, TTT’s 
chairm an , said the recession- 
ary environment had affected 
a number of sectors in which 
the group had significant 
interests, such as automotive 
components, forest products, 
financial services and the 
hotel business. 

However, ITT Hartford, the 
company's highly-regarded 
insurance unit, had signifi- 
cantly better fignres, 
reflecting improved operating 
results In the domestic casu- 
alty business and higher net 
Investment income. 

The company’s Sheraton 
hotel chain produced lower 
operating results. Occupancy 
levels i mp roved over the first 

r iter, when the Gulf war hit 
travel industry, but were 
still below the comparable 
1990 quarter in key markets. 

The electronic components 
and defence businesses pro- 
duced better fignres but auto- 
motive and forest products’ 
income declined sharply. 

Mr Araskog had to answer 
hostile questions from share- 
holders at the company's 
annual meeting in May over 
the film compensation he 
received last year, when the 
company's profits rose only 4 
per cent At that meeting, he 
forecast stronger operating 
profids in 1991, but he made no 
comment on the outlook for 
tiie foil year. 


Cray Research down 


CRAY RESEARCH, the US 
group which makes large-scale, 
high-speed computing systems, 
turned in secondquarter net 
earnings of $20 Jm, or 75 emits 
a share, against $42.6m, or 
$1.49, a year ago. 

Revenues eased to $197.3m 
from $227m, while pre-tax earn- 
ings dropped to $30m from 
$645m. 

The order backlog at the end 
of the quarter was $289m. 
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Quarter ended 

Year ended 



30.0631 

31.0341 

30.06.91 


Ore mBed: tons (000) 

2176 

2262 

8996 

PTai 

Yield: grams per ton 

3£0 

3,08 

3,19 


Working cost -per ton mlled 

R91,42 

R86.91 

R90.06 
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R000 

R000 

ROOO 


Net proft after tax 

27 685 

31 122 

123 610 


Capital expenditure 

19 250 

18459 

70300 
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Yield: grams per ton 
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5,75 

5,31 


Working cost -per ton mffled 

R17Q.09 

HI 82,71 
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R000 
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Net profit before extraorefinary item 
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- 

- 

146363 
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Capital expenditure 

3152 
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Quarter ended Year ended 
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Ore milled: tons (000) 
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: 

Yield: grams per ton 

5,1 

4,1 

4,3 

” • 

Working cost - per ton milled 

R1 59,91 

R 160,86 

R1 64,96 
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ROOO 

ROOO 

R000 


Net proW(loss) 

2 523 

(8268) 

(36 822) 


Capital expenditure 

5435 

8439 

33484 
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Nova posts C$18m deficit 
as Husky’s losses mount 


By Bernard Simon in Toronto 


NOVA, the western Canadian 
pipeline and chemicals group, 
slumped to a loss of C$18m 
(US$159) in the second quarter 
from earnings of C$56m a year 
earlier, reflecting the steep 
slide in petrochemical prices 
and losses at 43 per cent owned 
Husky 0£L 

The per-share loss was 8 
cents, compared with earnings 
of 16 cents a share last year. 
Revenues fell to C$778m from 
C$l£4bn, but last year's figure 
included a C$2 18m contribu- 
tion from the synthetic rubber 
business, which has been sold. 

Ram togs in 1990 included a 
C$30m gain from the sale of an 
I talian valve manufacturer. 

The Calgary-based company 
said its petrochemicals and 
plastics business had tumbled 
to a C$12m operating loss, from 
earnings of C$86m. 

Pipeline earnings climbed to 


C$85m from C$66m, reflecting 
continued expansion of the 
Alberta natural gas collection 
network. Nova invested 
C$333m in its pipeline system 
in the first half of this year. 

Husky, whose controlling 
shareholder is Hong Kong busi- 
ness executive Mr Li Ka-shing, 
has incurred losses this year as 
a result of lower oil and gas 
prices. 

Nova, whose share of the 
Husky losses was C$12m In 
April and May, is looking for a 
buyer for its shares. Since June 
1, Nova bag classified Husky as 
an asset for sale, and ceased 
including it in its income 
statement 

Nova is examining the feasi- 
bility of splitting into two pub- 
licly traded companies, with 
am holding its regulated pipe- 
line Interests and the other 
concentrating on chemicals. 


NASD joins opponents to 

earlier trading hours 


By Patrick Harverson 


THE NATIONAL Association 
of Securities Dealers, which 
runs the over-the-counter elec- 
tronic market in US stocks, 
hasjoined the protest against 
the New York Stock 
Exchange's {dan to bring for- 
ward the opening of trading 
each day by half an hour to 
9am. 

The NASD board voted 
against the idea of opening 
equity markets earlier because 
it believes the move would 
reduce securities firms' ability 
to offer investment advice to 
clients before the start of trad- 
ing. The board also believes it 
would increase costs without 
significant benefits to 
investors. 

The association, however, 
said that to “avoid investor 
confusion" it would follow the 
other main (JS equity markets 
if they were to go ahead with 
9am opening. 

Opposition to the NYSE's 
plan - which Is aimed at cap- 
turing business from London 
or other markets - has been 
led by stockbroking companies 
on the west coast of the US, 


who feel they would be particu- 
larly disadvantaged by early 
opening because of the three- 
hour time difference between 
the two coasts. 

Montgomery Securities, a 
San Francisco-based broker, 
claims to have gathered 
enough signatures on a peti- 
tion against early opening to 
force the NYSE to put the plan 
to a foil vote of its 1566-seat 
holders. A majority vote 
against the plan by NYSE 
members would scupper the 
proposal 

• The Chicago Board of Trade 
will launch a cash-settled two- 
year Treasury note futures 
contract on August 2. The con- 
tract differs from other Trea- 
sury-note futures contracts in 
that delivery is made by cash 
settlement based on the actual 
value of the index on the last 
day of trade. 

Underlying the CBOT 
futures contract will be the 
hig h e st yield, or the “stop-out 
yield", accepted by the US 
Treasury Department on the 
two-year note auctioned during 
a contract month. 




JCI lifts mining profits by 

1 1 


33% and imposes pay deal 


By Philip Gawith in Johannesburg 


A BIG turnaround in 
performance at the Joel mine 
helped the gold mines man- 
aged by the Johannesburg Con- 
solidated Investment (JCI) 
group record a 33 per cent 
increase in after-tax profit in 
the June quarter. 

In spite of this success, the 
group's three mines remain 
under pressure, hence yester- 
day’s announcement of an 
unprecedented productivity 
and profits-related pay deal 
within the group. 

Under the terms of the deal, 
which covers about 85 per cent 
of the group’s 23,000 workers, a 
wage increase of only 5 per 
cent, well below inflation, has 
been imposed. However, 
bonuses of a further 19 per 
cent can be earned under two 
bonus schemes, one pegged to 


improvements in the gold price 
and the other to progress in 
reducing costs per kg of gold 
produced. 

Mr Kennedy Maxwell chair- 
man of the gold and uranium 
division, said the terms of the 
pay deal were a response to 
exceptional circumstances and 
would only apply for a 
year. 

The deal has apparently 
been well received by the 
workforce, who are afraid of 
losing their jobs. This deal has 
been struck outside of the 
main industry because 
National Union of Mine work- 
ers (NUM) membership in JCI 
mines is too low for them to be 
entitled to recognition. 

On the production side, the 
group enjoyed a good quarter. 
Randfontem, the group's main 


producer, maintained g — 
duction at 6£63kg, with mm 

costs rising only L3 per ceiito 

R28.570 per kg produced, and 
revenues 2.8 per ant up-^t 

R32.73I per kg. A big 

the tax bill cut aftertax p reftt 
by 11 per cent to R27-.3m 
($9.6m). 

Western Areas increased 
profits by 36 per cent to 
R9.06m, mainly on a cconnfr of a 
turnaround in its interest, 0*4, 
while Joel returned a R3*5qi 
profit following R8-3m losses 
last quarter. 

This is the first pront o to g 
Tiling has shown since starting 
production in 1988. It is* -the 
result of a 33 per cent increase 
in the amount of gold produced 
to 1,303kg, significantly 
improved grades, a better price 
and lower costs. 



GIB net income cut to $20i 


By Mark Nicholson 


- 
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GULF International Bank 
(GIB), the Bahrain-based off- 
shore bank which underwent 
drastic streamlining as a result 
of the Gulf war, has announc ed 
a fall in net income for the first 
half of 1991 to $90 9m a gains t 
$32.5m last year. 

In an unaudited report, the 
bank said total assets dropped 
sharply to $54bn on June SO 
from $99bn in the same period 
a year ago. Much of the fell 
reflects loan sales and unre- 
placed maturities from the 
bank’s reorganisation in the 
second half of 1990, which cut 
assets from $99bn to $&6bn at 
the end of December 199a 

Mr Steven Williams, 


vice-president for financial 
control, said the bank's foot- 
ings were unlikely to contract 
further during 1991, adding: “I 
think we can see business and 
volumes increasing.” 

The bank’s reorganisation 
also included the loss of more 
than ioo staff, leaving its com- 
plement at about 450. Its Singa- 
pore office was closed in the 
first half erf this year. 

Operating income fell to 
$399m in the first half of 1991 
from $58.4m the previous year. 
Most restructuring costs from 
the reorganisation, however, 
were absorbed in the bank's 
1990 results. Mr Williams said 
much of the decline reflected 


lower interest rates comljiuqd 
with lower lending volumes. t 
GIB, jointly owned by- urn 
governments of S audi Arahifr, 
Bahrain , Oman, Kuwait, Qatar, 
Iraq, the Abu Dhabi Invest- 
ment Authority and the rfjjlf 
Investment Corporation, made 
a net loss of $422L4m in 1990 
and a $6925m loss after pr$d- 
sions in 1989. J * 

The bank also changed Its 
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itaHsed earlier this year. 

Gulf Investment Corporation, 
an inv e stment arm (rf the 
Gulf Co-operation Connell 
countries, subscribed $450u^io 
taka the bank's issued spare 
equity to $l.450m. i : • 
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Evergreen seeks 
majority stake 
in Air Panama 


TAIWAN’S Evergreen Group, 
which operates the world’s 
largest container shipping fleet 
and recently launched an inter- 
national airline, is bidding for 
a stake in Air Panama, the 
grounded state-owned airline, 
writes Peter Wickenden in 
Taipei. 

The financially-troubled Pan- 
amanian carrier, which report- 
edly has only two jet aircraft, 
has not operated for 17 
months, and the government is 
now seeking an injection of for- 
eign cash and management 
expertise with the aim of par- 
tial privatisation, according to 
a spokesman at Panama’s 
embassy in Taipei. 

A Taiwanese newspaper 
reported that Evergreen is bid- 
ding against South West Air- 
lines for a majority share 
worth around U5$8m. 

Evergreen's new EVA Air 
subsidiary started flights from 
Taipei on July 1, marking the 
first private sector competition 
for the state-owned national 
carrier China Airlines. 

With an eye to establishing a 
global network, EVA is 
thought to be attracted more 
by Air Panama's landing rights 
than its physical assets. 


Air New Zealand 
prospectus 
predicts upturn 


ANI’s profits warning 
cushioned by acquisition 


By Mark WestHald in Sydney 


n‘ 


ANI, Mr Kerry Packer’s 48 per ' 
cent-owned heavy engineering 
group, yesterday cushioned its 
forecast of a 30 per cent fell in 
net profit for the year to end- 
June by announcing that it 
had acquired 50 per cent of 
Holter, the German environ- 
mental systems group, for 
A$3Qm (US$23 .3m). 

ANI made a record 
A$114.85m net profit in the 
1990 financial year, but earn- 
ings slipped 18 per emit in the 
first seven months of the cur- 
rent year to A$47.67m. Yester- 
day’s forecast suggests that 
foil-year net earnings will he 
about A$80m. 

Mr Paul Reading, group 
financial controller, attributed 
the expected downturn to a 
fell-off in ANTs equipment hire 
and steel distribution business. 


"The markets for these busi- 
nesses are very flat and-tite 
don't see any immediate 
improvement, 10 he said. ' . 

ANI will release its, frill 
results in September. 

Through its purchase qfj he 
half-share in Holter, the group 
plans to take advantage of .the 
expected efforts to improve 
waste management and pollu- 
tion control in eastern Enrobe 
and^the -Soviet Union. Hatter 
has a A$30m waste manage- 
ment contract in Berlin, plus 
contracts worth a total of 
$200m in Poland, Czechoslo- 
vakia and the Soviet Union.. 

Mr Evan Rees, ANI manag- 
ing director, said additional 
investment three years ago, in 
Aurora, the UK engineering 
group, was beginning to gener- 
ate big sales and profits. . 
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Bundaberg bid offer closes 


TATE & LYLE, the UK 
sweetener group, has secured 
9028 per cent of target Bunda- 
berg Sugar's shares at the 
dose of its A$325m (US$25lm) 
bid yesterday, writes Mark 
Westfield in Sydney. 

Bundaberg shares will be 
suspended at the end of July 
and removed from the official 
list on August 7 while Tate & 
Lyle compulsorily acquires the 
remaining L72 per cent 



AIR New Zealand forecast a 
NZ$85m (US$4&3m) profit for 
the year to the end of June 
1992 in the prospectus issued 
yesterday to support a 
NZ$140m one-for-two rights 
issue, writes Terry Hall in 
Wellington. 

In the year to March 31, the 
airline announced a NZ$20m 
loss. The forecast is based on 
revenue growth of 12 per cent. 

Mr Bob Matthew, chairman, 
said the cash issue was being 
made against a NZ$22m decline 
in shareholders’ funds in the 
year to end-March. The new 
funds would be used “to max- 
imise business opportunities”. 

These included taking up the 
company’s forward aircraft 
commitments and the prospect 
of participating in the Austra- 
lian government's intended pri- 
vatisation of Qantes and/or 
Australian Airlines. 

Air New Zealand may also 
seek to take advantage of 
attractive international inter- 
est rates as the company 
realigns its longer term bor- 
rowing portfolio. 


PT Inco earnings 
tumble 16 % 


PT INCO, which was floated on 
the Jakarta Stock Exchange in 
April last year, yesterday 
reported net ea rning s for the 
second quarter fell "by 16 per 
cent from US$23.lm, or 9 cents 
a sh are, to $ 19.4m, or 8 cents, 
writes Kenneth Gooding, Min- 
ing Correspondent 
Lower average realised 
nickel prices in tile quarter 
(down from $3.15 a lb to $3.07), 
higher interest payments (up 
from Siam to $3 Bm), a bigger 
provision for deferred taxes, 
and increased production costs 
all played a part In the profit 
fell, la the first half; PT Inco 
recorded net earnings of 
or 12 cents a share, down from 
$4i.7m, or 17 cents. 


Mr James Kerr Muir, a Tate 
& Lyle director, is due to uritet 
sugar cane growers and vie 
rarious sugar organisationsrin 
the next few days to 
them of Tate & Lyle’s 
for the continued expansion of 
Bundaberg. » 

Last week, Tate & L*le 
sought and obtained the resig- 
nations of Bundaberg’s nonex- 
ecutive directors, including Sir 
Roy Deicke, the chairman. * 





t- 


STAHWICK WTE PwaniMUL nnnpommnii s A ; 

REGBTOED OFFICE; t 

^ ukemboubg, 14, raa AMAhm * 

CmhukU Hamster SkUobB W13 142 ! 



UL 


W. 


V. 


IQTICE OF M — lm tw aumrawmey 

1tn0amtot«p« w-ooniW « hg "4 wmoonttoW^J m«S: ? 

L Riportolfto Chairman. 

It Amandmamd Artd»i GftteAridMdkmiipami»KchangaA* 
ol ftw canpany to HALUWOOO HOLDMQS SJl 

toMTKtiifliart Artd^4topra»lrtafaT«tiAmatowinlii u dpariod. “ 

AmondmanJ d Arab* 5, 3rd per. to wart * 

arsssss sSs5™3: 
S£=s===ssS«S^ 

VIILDaMonoIAitt^zaaBditoiaTtto^otihefafcwijri^arti^ 




j 


fciar(tortoa>ap«giitttoniw)|i>flttiaomiar»ofh—«T»to 

*>*««■» 

OteawM,! 

8022 ZURICH 

Swteadand 


ftr adm tt tfw Boartflf Oman 


I 

I • 
. i 

X 

r 

• i . 


-vT 






R**i| 


*■**<? lm 

- • ■ ■ 

i; -w‘- 


'“fraai 


■’ s «* 


'■‘•‘ft 




■-■“*<** 



%F- 

IS*- - 

■ > 

V« , ' 

ft* 

^ r.-Y. ■ • 

:• so* 













FINANCIAL TIMES THURSDAY JULY 25 1991 


r n ofi ts b ; 
Pa y deal 

ft ’ 

S IIE§I 

v ; 

'S ?fi4iSLSteS 


INTERNATIONAL COMPANIES AND FINANCE 


Lafarge Coppee 
close to deal with 
Czech producer 


ktj gj} By^Wtam BmMm In Paris 

IaFAEGSE Coppge, the world’s 
ot tfa -second-largest, eement pro- 

. ** Aider, has won agreement m 

ff*s W landple to take *« per omt 
n i? 90 sSbejS state-controlled Ciz- 

6? SSoe, one of Czechoslovakia's 
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* »ThiB is Lafarge’s second 
ftfrmngtiin over the past year 
.£ato eastenr' Europe, where it 
Is'seddngr long-term growth to 
help counter- balance mature 
western markets, the French 
afthpany said. Last year, it 
took over Earsdorf, eastern 
Bettnany’s largest cement- 
jjjhker, in an i n vestment worth 
€JK30Qei ($l70.4m) over three 
'yesfrs. 

Final Tn cfad fa g how 

-much Lafarge will invest in the 
700,000-toane-per-year Czech 
plant, will be worked out in the 
next two months. Lafarge is 
not disclosing the price. It has 
been negotiating since March 
with Bankers Trust, the US 
hank advising an the privatisa- 
tion of the Czech republic’s 
‘cement industry. It was picked 
horn among six leading cement 


producers, including Ciments 
Frangais, Holder took of Swit- 
zerland, and Heidelberger 
Zement of Germany. 

For now, the state will hold 
on to most of the remaining 60 
per cent of Cizkovice's shares, 
though Lafarge will have pre- 
emption rights and the work- 
force is likely to be offered a 
qinii stake. 

Cizkovice’s existing manage- 
ment will be kept in place, as 
was the case at Karsdorf after 
its takeover. Lafarge win par- 
ticipate in. but not control, the 
Tnnnagpip i ip nt . 

Cizkovice. which employs 
542 people near the German 
border with Saxony, is profit- 
able. Its annual 700,000- tonne 
capacity is worth FFr280m 
($47m) in sales at today’s 
cement prices. That compares 
Kaxsdorfs current output of 
3.5m tonnes annually, said 
Lafarge. It said output of the 
Cizkovice plant, modernised in 
1987, can be enlarged to 850,000 
tonnes without large Invest- 
ment 
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Bourse watchdog calls 
for SMT-Goupil probe 


ifl^wnilam Dawkins 

TRANCE’S stock exchange 
authorities yesterday asked the 
•state prosecutor to investigate 
‘allegedly false accounting at 
SMT-Goupil, the country’s last 
independent maker of micro- 
computers, put into liquidation 
three weeks ago. 

The Commission des 
Operations de Bourse (COB), 
the stock market watchdog, 
said initial inquiries into the 
group "made it appear that 
SMT-Gonpil had published 
inaccurate accounts and given 
deceitful information to the 
public, having artificially and 
Strbngly overstated its turn- 
over. The. responsibility of the 
auditors could equally be 
-called into question". 

^his comes on top of an 
existing COB investigation into 
-suspicious movements in SMT- 
‘Gtfnpil’s share price before 
■'trading in its equity was 
'suspended In April.. SMT- 


GoupU, which employed 750 
people, reported a FFr450 m 
($75.5m) loss on sales of 
FFr830m in the 15 mouths to 
last March, compared with 
turnover of FFrlibn in 1969. 
Its debts are estimated at 
FFr750m. 

SMT-Goupil was forced into 
liquidation after Olivetti, the 
Italian electronics group, 
rWHnPfi to lead a rescue bid 
after being invited to consider 
taking a stake in the ailing 
company by the French gov- 
ernment. 

The COB said it had sent the 
first pieces of evidence to the 
public prosector at Cretell, the 
Paris suburb where SMT- 
Goupil is based. It will be up to 
the prosecutor to decide 
whether to bring charges. 

The group’s 1989 accounts 
list three firms of auditors: J 
Arthuis Associds, Guy Gen- 
drcrt, and J. Foveris. 





BSX RISES. 


77w BSN Group ncorded conmGdatrd sales of Frtnch Franc* 31J) btiiian 
’ forth* jint half of 1991 compared uUh French Fnmai 27.0 bdUon/br tm 
tame period in 1990. a 183%tncreaoz. 
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Mineral water 
Containers — 


Intra Group sales 
TUal Group 


For companion purpose*, the following changes in the consolidated 

Gwup should be taken into aeaxwt: 

. ■ In tie Baby ProdudiDmaion. 1991 eonsclidat* d sales indade the tales 
ofQtdbani (Italy). 

■ - la the Grocery Products ■ Ptuda Ztoituw, the sales 
* Birhel ( Germany ) have been included in consolidated sales since 
January 1st, 1991. , , 

-& die Biscuits Dmtion, the 1991 consolidated sales no foww uidade 
the sales of (kneral Bucaits of America and BeknSurgttes, as these 

eosnpaniea wen dimmed of during the third quM 

-The 1992 soles of the Minend WoUr DMsion no 
of the Pommery and Lanson Champagne companies which were 
disposed of in early 1991. ...... i 

. In the Containers Division, the 1991 consolidated sales indude the sates 
of the VMC Company. 

" On a comparable consolidated structure and consistent 

exchange rates, the increase in consolidated sales by Dtoiswn is 

. follows Daily iVodnete 

Grecaqr Prodncti- Paata ?; 0J 

Beer '5-7* 

Mineral Water — “-J* 
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SABRE IV LIMITED 
US$100,000,000 
Floating Rato Secured 

Notes Due 1982 
For the 5 months period 23rd 
-July, 1991 to 23rd January, 
1992 the Notes bear the 
.interest rale at 6.625%. 
l)S$3£86.n will be payable 
from 23rd January, 1992 per 
US$1 00,000 principal amount 
of Notes. - 

Yamoichi International 
(Europe) Limited Agent Bank 


ALLIANCE "5* LEICESTER 
Affiance & Letemter Btdfim Society 
£112,000,000 

Subordinated Floating Rate 
Notes due 1998 

For the three months 24th July, 
1991 to 24di October, 1991, the 
Notes will cany an interest ate 
of 11.74375% per annum with an 
In rerest amount of £14,800.34 
per £500,000 Note, payable on 
24th October, 1991. 

LMretftw [fae lararfw»E Scotl Exdar q y. 

■■ Banker* Trust 


Deutsche 
Bank to 
tighten rules 
for traders 

By Katharine Campbell 

In Frankfurt 

THE INSIDER investigation 
into Deutsche Bank, Ger- 
many's biggest bank, will lead 
to tough new internal rules on 
traders’ freedom to operate tor 
their own account. 

Signalling the move, Mr Hll- 
mar Kopper, chief executive, 
yesterday said: “We Du Ger- 
many] mast become accus- 
tomed to the rules of the game 
that apply on other stock 
exchanges. Obviously, Ger- 
many cannot be a special 
case.” 

Deutsche Bank has fixed Its 
chief equity warrants dealer, 
but has not made any other 
personnel changes since the 
Frankfurt Stock Exchange 
began investigating irregulari- 
ties following charges con- 
tained in an anonymous letter. 

The poblic prosecutor’s 
office has subsequently 
become involved as some SO 
traders at Frankfurt banks 
and brokers have been ques- 
tioned on possible tax evasion 
in an unprecedented probe 
that has deeply unsettled the 
flnimrifli co mmuni ty. 

Preliminary investigations 
into Deutsche Banks’ securi- 
ties department indicate that 
customers have not been dam- 
aged by the affair, Mr Kopper 
said. The bank’s probe is run- 
ning parallel to the Frankfort 
SB's official inquiry. 

Repeating earlier calls for 
speedy implementation of leg- 
islation on Insider dealing, Mr 
Kopper said the bank would 
take its own steps before then. 

Germany must enact the EC 
insider guidelines by the end 
of next June. The bank said It 
was considering a wide-rang- 
ing overhaul of own-account 
tr ading guidelines linked to a 
review of compensation. 

These could Include barring 
: dealers from operating on 
their own account in instru- 
ments in which they trade Cor 
the hank. Credits advanced to 
dealers, a privilege extended 
to all bank employees, may 
also be cut 

However, the bank recog- 
nises that its traders are 
poorly paid compared with 
their counterparts in other 
centres. Hitherto, trading priv- 
ileges were regarded as a legit- 
imate way to top up their sala- 
ries. 


NOTICE TO THE HOLDERS OF 
WARRANTS OF 
TOSHIBA ENGINEERING 
& CONSTRUCTION 
CO- LTD. 

(The “Company”) 

U.S. $5*00*0003% percent. 
GoarantnA Bonds doe 1992 with 
Warrants to suhscribe foe *»re» of 
emmson stoek of the Company 
Pursuant la Clauses 3 and 4 of the 
Instrument dated Stii Febraaiy, 1987 
concerning the captioned Warrants, 
notice is hereby given as follows: 

The Company bas made an Issuance 
of US. Sl00.aa0.000 5 per cm. 

Beads due 1996 with Warrants on 
23nJJu!y. 1991 (Union time) at the 
frrithl subscription price of Yen 1.405 
per share whidi is less than Ibe current 
market price per share of Yen 1,635 
calculated as provided in the 
Instrument. 

As a result orsoch balance and 
pursuant to Chaise 3 of [he Instrument, 
the Subscription Price of the captioned 
Wurans has been adjusted from 
Yen 735,00 to Yen 722.00 effective as 
of 24th July. 1991 (Japan dme). 
TOSHIBA ENGINEERING 
& CONSTRUCTION CO, LTD. 
By: The lUni Bank, limited, 
London Brandi 
» the Prindpa] Paying Agent 

Dated: 25th July; 1991. 


CORRECTION NOTICE 

Wells Fargo & Company 

US$100,000,000 
Floating rale subordinated 
notes due July 1997 

Inaccordarxs with the provisions 
of the notes, notice is hereby given 
that for die Interest Period 17 
July. 1991 to 1 7 October, 1991 the 
notes ioQI carry an Interest Rate 
of 6 ■%* per annum. Interest 
payable on the relevant interest 
payment date 17 October, 799/ 
will amount to USS1S2S2 per 
US$10,000 note and USS814.S8 
per US$50,000 note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


BANK OF MONTREAL 

lAOmmmOanmdSmU 

US$250,000,000 
Floating rate debentures, 
series 10, due 1998 


Merger failure uncovers nugget of hope 

Bernard Simon and Kenneth Gooding find Newmont and American Barrick in accord 


S IR James Goldsmith, the 
International financier, 
insisted last autumn - 
when be took a 42 per cent 
shareholding in Newmont Min- 
ing, the biggest US gold com- 
pany - that he was happy to 
take a passive stance. 

However, many observers 
suggested he would not for 
long be able to resist shaking 
up one of the conservative pil- 
lars of the mining establish- 
ment, particularly as he bad 
more than $lbn invested in it 
Sir James, however, did hold 
back, perhaps waiting for the 
gold price to start climbing 
i again. Then, in May this year, 
his golden touch seemed to 
have worked its magic again 
when Newmont announced it 
was ta lking about a merger 
with American Barrick 
Resources of Canada. 

The deal would have pro- 
duced the second-largest gold 
miner outside the Soviet 
Union, and one which, as a 
trading vehicle, would have 
been without parallel in the 
industry. The shares would 
have traded round the dock, 
around the world and been 
extraordinarily liquid. 

But, after seven weeks of 
negotiating, Newmont and Bar- 
rick called off the merger talks 
last week. It had become dear 
there were too much disagree- 
ment, and that much of what 
the companies wanted could be 
achieved more simply through 
co-operative accord. 

As soon as the merger talks 
stalled, Newmont announced 
Sir James would join its board 
and also become c h a irm a n of a 

new strategy committee, set up 

this week. He said after his 
appointment was announced: 
“We’re excited about making 
this company grow in a very 
substantial way." 

A is difficult not to condude 
that Sir James must have pro- 
moted first the merger propos- 
als and then Us appointments. 
But this is not so, according to 
Mr Gordon Parker, Newmontis 
chairman. The merger talks 
were Mr Parker’s idea. During 
those talks, he and Sir Janies 
got to know one another better 
and Sir James decided to take 
up an Invitation to join the 



Sr James Goldsmith: ‘Gold will have its day and gold mining shares win have their day 


Newmont board. 

That invitation first came 
last October, when Sir James 
acquired his Newmont share- 
holding in a bizarre, $Obn 
gold-for-timber swap with the 
Hanson conglomerate. 

Newmont and Barrick will 
not say why they called off the 
merger talks. Analysts suggest 
there are substantial cultural 
differences between the corpo- 
rations, particularly at senior 
management level Newmont is 
seen as deeply conservative, 
with a long history, whereas 
Barrick is presented as the 
brash newcomer. 

Barrick aggressively hedges 
its gold output, nsmg all kinds 
of fiTianrial instruments. New- 
mont does little hedging. Con- 
sequently, in the first six 
months of this year, Barrick 
realised an average price of 
$433 an ounce far its gold sales, 
compared with the New York 
Commodity Exchange average 
of $366. Newmont's average 
realised price was $395. 

Barrick’s most important 
asset is its Goldstrike mine on 
the Carlin Trend, Nevada, one 
of the world’s richest gold min- 
ing areas. Newmont Mining’s 
most important is its 90 per 
cent stake in Newmont Gold, 
which owns more than 2^00 
square miles of properties, five 


mins and about 17 gold depos- 
its containing about 600m oz of 
the metal in four mining areas 
on the Cariin Trend. 

Barrick’s Goldstrike prop- 
erty, with reserves of nearly 
18m oz of gold, is on 11 sq 
miles surrounded by Newmont 
land, ft has to use a Newmont 
road for access and has a 
so-called lay-back agreement to 
enable it to encroach on New- 
monfs land to mine. Barrick 
also holds 7 sq miles erf mineral 
rights. 

T his agreement gives no 
security. In theory, 
Newmont could move in 
to mine its own property at 
any time and disrupt Barrick’s 
work So the Canadian com- 
pany would welcome an 
arrangement which would give 
it more security. 

The boundary between the 
two groups’ properties passes 
through a rich deposit called 
the Deep Post, which is mainly 
under American Barrick’s big 
open pit mine called the Post 
Newmont had planned to sink 
a shaft, at a cost of *25m, to get 
at the ore. The two now con- 
template an arrangement 
allowing Barrick to continue 
working its open pit while tak- 
ing out Newmont’s ore. 

The deeper ores on the Car- 


Lloyds Abbey Life pre-tax 
profits down 2% to £149m 


By Richard Lapper in London 

LLOYDS Abbey Life, the life 
insurer in which Lloyds Bank 
has a majority stake, yesterday 
reported a 2 per cent fall In 
pre-tax profits to £149.5m 
($25L16m) for the six months 
to June 80. 

The decline was entirely due 
to the depressed profitability of 
the group’s consumer finance 
and estate agency subsidiaries. 

In spite of adverse trading 
conditions, income from core 
Ufa insurance activities grew, 
with profits up 14J2 per cent to 
£I 3M m. 

Post-tax profits increased 7.4 
per cent as a result of c han g es 
in tax rules. 

The dividend was increased 
to 6J3p per share compared 
with 6p at the same stage last 
year. 

The performance of the 
Black Horse Financial Services 
division, which sells products 
to Lloyds Bank customers, was 
particularly impressive, with 
anmipl premiums rising 18 per 
cent to reach £29.8m (£25Jftn). 

Black Horse, with a sales 


force of more than 400, contrib- 
uted £38-7m (£28Am) to profits. 

Mr Michael Hepher, group 
chairman, the Black Horse 
results showed efforts to sell 
insurance to the bank’s cus- 
tomer base were “really walk- 
ing in a sustainable way”. 

The Abbey Life Assurance 
division, which markets prod- 
ucts to a broader customer 
base, posted a fall in income 
from sales of annual premiums 
to £4fij4m (£5L4m). 

Profits still increased to 
£71 8m (£678m) on the back of 
a good investment perfor- 
mance and reduced expenses. 

ffripn of g te g te pr emium life 
policies and pensions by both 
units increased by 7 per cent to 
£32&lm. 

The group’s German subsid- 
iary, which sells endowment 
and pensions policies via bro- 
kers, increased premium 
income by 36 per cent to £ L5 m , 
although Abbey Life’s Irish 
subsidiary saw Income slip 
back to £S8m (£5m). 

Overall European operations 


contributed £4.7m (£4.2m) to 
profits. 

Lloyd's Rank Insurance Ser- 
vices, winch brakes home and 
motor policies, notched a 14.7 
per cent increase in profits to 
£25Ani, while the recently-es- 
tablished health insurance sub- 
sidiary, Ambassador Insur- 
ance, recorded £700,000 in 
profits (£500,000). 

The two non-insurance busi- 
nesses overcame di fficult trad- 
ing conditions: Lloyd’s Bow-' 
wiatw Finance, which markets 
consumer kens, had profits of 
£15.6m (£30.9m); and Black 
Horse Agencies, the estate 
agency chain, had profits 
£100,000 (£4£m). 

Group expenses stayed level 
at £5.8m. Changes in corpora- 
tion tax rates have reduced the 
tax charge by just over £10m. 
As a result, post-tax profits 
increased by 7.4 per cent to 
£109 J2m. 

Mr Hepher will move to Brit- 
ish Telecom in September. His 
successor will be Mr Stephen 
Maran, finance director. 


Union Discount shares fall by 
a quarter after £7.29m loss 


By David Owen in London 

cttarrs of Union Discount of 
London lost more than a quar- 
ter of their value yesterday as 
the discount house and finan- 
cial services group reported a 
£09m ($LL24m) interim loss. 

The company nevertheless 
elected to matrifaiin its interim 
dividend at lL5p. It made no 
forecast for its final payment 
or fall-year outcome “since 
there are as yet no signs of 
recovery in the economy” . 

The shares, which peaked at 
599p on the London Stock 
Exchange in February, closed 
down I20p at 302p. 

Some five weeks ago, the 
company had warned that 
losses for the six months to 
June 30 were expected to total 
approximately £&5m. 

The company, which has 
diversified into a variety of 
financial sendee-related areas 
over the last five years, said 
that the unforeseen deteriora- 


tion was caused by adverse 
trading conditions for the dis- 
count house in the last two 
weeks of June. 

The problem related to 
repurchase agreements with 
the Bank of England that 
straddled the end of the report- 
ing period, according to Mr 
Graeme Gilchrist, thief execu- 
tive. 

“There has been quite a 
turnaround in July: if we had 
scratched the book tonight, the 
cHscomrt house would now be 
In profit again,” he said. 

Operating losses from the 
discount house - Union Dis- 
count’s usual activity - 
amounted to £443J)00. 

This compared with a year 
profit of £LL06m in 1990. Yes- 
terday marked the first publi- 
cation of a full set of interim 
figures. 

The heaviest losses, of 
£9A6m, were sustained from 


asset financing, where Union 
Hnq l ywi hit by rising arrears 
and bad debts at its Sabre leas- 
ing business for small items of 
office equipment. 

In addition. Union Discount 
Tnvnirp Finance — the invoice 
discounting unit - was hit by 
some clients going into liquiaar 
Hm> Two of these clients have 
revealed “major frauds which 
are the subject of Insurance 
ftintma not yet settled". 

Staff changes and improve- 
ments in management control 
have been implemented at both 
subsidiaries. 

Futures, underwriting ana 
fash management made a 
profit of £880J)00, while equity 
and gilt-edged market-making 
earned £2.13m. This compared 
with foil-year 1990 figures of 
v.i asm and £2J.7m respectively. 

The loss per share was 
28.28p, compared with 1990 
oamteg g of 57J32p- 


Allianz announces dividend of DM13.50 


Interest rate for the period 25 
July. 1991 to 27 January. 1992 
has been fixed at 6.4875%. 
77ieamofmr payable on 27 
January, 1992utiUbeUS$335.19 
against coupon No. 11. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


ALLIANZ. the largest 
insurance company in Europe, 
is paying a dividend of DM1380 
for 1990, well down from the 
DM16 the previous year, a pay- 
ment which however included 
a DM4 jubilee bonus, writes 
Katherine Campbell in Frank- 
furt. ■_ . . 

While some analysts had pre- 
dicted the insurer would go 
farther towards matching the 
1989 dividend, Allianz said yes- 


terday the rise from the 
base pay-out of DM12 repre- 
sented “ a perfectly constant 
development” fa the previous 
five years including I9B8 the 
dividend was DM12. 

Allianz announces its 1990 
results next Tuesday. Mr Wolf- 
gang Schiecen, executive, 
has indicated that group net 
profits for last year will be 
below those in 1969, but has 
given no figures. 


lin Trend are refractory types 
containing sulphides and car- 
bon. They therefore require 
special treatment. Barrick’s 
autoclaves at Goldstrike, 
which roast the ore under pres- 
sure, cannot handle carbon- 
containing ore, but Newmont 
pplfl this week it intended to 
build a low-temperature 
roaster able to deal with It The 
co-operative arrangements 
wight well give Barrick access 
to this process, which should 
be ready In 1991 

Newmont also might offer 
Barrick access to a bioleaching 
process, where bacteria are 
used to liberate gold from ore. 
Newmont has been working on 
this process for two years and 
has now applied for patents. 

T his would help Barrick 
boost its gold output at Gold- 
strike, which is expected to 
pwir at over lm os in the mid- 
1990s. The company said this 
week Goldstrike . would pro- 
duce between 475,000 and 
500,000 oz In 1991, well above 
previous estimates. This will 
rise to over 800,000 next year. 

Newmont has practically 
solved the technical problems 
associated with the Carlin’s 
deep refractory ore, and has 
decided to boost gold produc- 
tion a gain- It plans to lift out- 
put from the planned L54m oz 


this year (already virtually tre- 
ble the 1987 level) to L7m oz in 
1993. This 13 per cent jump in 
production will be accompan- 
ied by a 12 per cent reduction 
in anticipated cash costs, to 
$208/oz. 

A nalysts suggest the 
new Newmont strategy 
committee, with Sir 
James at its head, will consider 
whether the group should 
extract the gold from the Car- 
lin Trend at a faster rate, per- 
haps by joint ventures or even 
by waifing off fand. Newmont 
also has four advanced explora- 
tion projects elsewhere, each 
likely to contain more than lm 
oz of gold. 

Takeovers might provide 
another avenue for growth at 
Newmont. 

Newmont’s earnings could 
also be quickly transformed If 
the gold price sprang to life 
a gain Sir . Tames is sure this 
will happen. He said all his 
investments were in gold 
because he believed the world 
would experience a period of 
■ financial turbulence. 

He said:“Gold win have Us 
day and gold mining company 
shares will have their day, and 
t he" everyone will want to buy 
gold shares and there will be a 
shortage.” 


TO THE HOLDERS OF 

MITSUBISHI OIL COMPANY, LIMITED 

U.S. *100,000,000 
4 per cent. Guaranteed Notes doe 1993 
. with Warrants (the “1988 Warrants”) 

U.S. 0250,000,000 
4% per cent. Notes due 1993 
with Warrants (the “1989 Warrants") 
and 

. U.S. *250,000,000 
2% per cent. Notes due 1994 
with Warrants (the “1990 Warrants”) 

NOTICE OF ADJUSTMENTS OF SUBSCRIPTION PRICES 
Ifareiwiit to Clanse 4 of Instnnnent dated 19* May. 1988 relating 

to the 1988 Warrants (the “1988 Instrument”;)- Clause 4 of the 
Instrument dated 9* February. 1989 relating to the 1989 Warrants 
(the *1989 Instrument") and Clause 4 of the Instrument dated 15* 
March, 1990 rdating to the 1990 Warrants (the “1990 Instrument"), 
notice is hereby given that Mitsubishi Oil Company, Limited has 
adjusted the Subscription Prices (at which shares are issuable upon 
exensise of the 1988, 1989 and 1990 Warrants) due to the issuances on 

18th July, 1991 of its U.S. £150.000.000 4 per cent. Notes due 1995 
with Warrants and DM 250,000.000 4i4 per cent. Bonds due 199 5 with 
Warrants, the subscription price of which is less than the current 
market price per Share (as defined in die 1988, 1989 or 1990 
imi trumient. as the case may be). The Subscription Prices for the 1 988 . 
1989 and 1990 Warrants have been adjusted in accordance with 
Condition 7 of die 1988, 1989 and 1990 Warrants, from Yen 707.9Q 

per share of common stock to Yen 695 J80 per share of common stock 

for the 1988 Warrants, from Yen L44L30 per share of common stock 
to Yen L416.70 per share of common stockier the 1989 Warrants and 
from Yen 1,374.00 per abate of common stock to Yen 1 , 348.00 per 
abate of common stock for the 1990 Warrants, effective as of 18th 
July, 199L 

The MBtsnbiaM Bank. Uadted 
as Principal Paying Agent 
on behalf of 

Mitsubishi CHI Company, Limited 

25th July, 1991 


[Mi CO-OPKRAnVE BANK P.L.C. 


(tncofpomUd ki England undsr Bn Companies « 10*8 to 1880) 

£75,000,000 

Subordinated Floating Rate Notes 2000 


Holders of I 
are hereby.: 


Rate Notes of the above issue 
that for the Interest period from 


24th July. 1991 to 24th October, 1991 the following 
information will apply. 

1 . Rate of Interest 11 !A% per annum 

2. Interest Amount payable on Interest 

Payment Date: £1 41 .78 

Per £5.000 nominal or 
£1,417.81 

Per £50,000 nominal 


3. Interest Payment 
Date: 


24th October, 1991 


Consolidated group net prof- 
its for 1989 amounted to 
DMLtfbn. Profits for 1990 were 
particularly hit by storm 
damage. 

Meanwhile, the worst of the 
costs of its aggressive expan- 
sion into the diffic ult east Ger- 
man market does not bite until 
this year. In March, Allianz 
said preliminary calculations 
suggested losses in excess of 
DMSOOm in the east this year. 


Agent Bank 

Bank of America International Limited 


Tops Series V limited 

(In c orpor a ted with touted KaMtty in die Cayman bfarafa) 

U.S. $150,000,000 

Series V Floating Rate Trust Obligation 
Participation Securities due 1992 

Secured by a Charge on a Portfolio ofFfaced Rate Bonds and 
Notes witfa an aggregate principal anronnt 
of U-S. $215,275,000 

For the period 24th July, 1991 to 24th January, 1992, the securities 
will carry an interest rate of 6.5406% per annum with a coupon 
amount of U.S. $8,357.43 per U.S. $250,000 denomination and 
U.S. $16,714.87 per U.S. $500,000 denominarion. 


Listed on the Luxembourg Stock Exchange 


a Bankers Trust 

Company, London 


Agent Bank 
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International Ziraat 


H you want to know what makes araat the meet 
international bank in Turfetye, look around you.. 
to Germany ... where Sraat's Frankfurt branch 
and eight representative offices feel the pulse of 
the European market-and build a bridge with 
Turkish citizens working in Europe. 
to London ., where Ziraat provides a full range at 
banking services for buiness between the U£ 
andTuridye. 

to Brussels ... where Ziraat plays an active role h 
the integration of Tuikiye with the European 
Community, and to Rotterdam. .. where Ziraat 
forges vital links with European financial 
institutions 


to New York- , where 2raat speeds up banking 
transactions between the United States and 
Turiaye. 

and to Tok yo... where Ziraat has expertise on 
business opportunities between Japan and 
Turidye. 

All this makes Turidye's biggest bank also it's 
mast international bank 


So when you're looking for help and guidance 
in TMtiye-from industry to tourism-look to Ziraat 
first 


& 


9 


TCZiRAAT BANKASI 


REPUBLIC 
NATIONAL BANK 
OF NEW YORK 


A SUBSIDIARY OF REPLFBUC NEW YORK CORPORAITON 

Consolidated Statements of Condition 


Assets 


June 30, 


Cash and due from banks. - 


Interest bearing deposits 
with banks 


Predoua metals- 


Investment securities . 


TVadlng account assets. 
Federal funds sold and 


securities purchased under 


Loans, net of unearned 
Income 


Allowance for possible loan 


Loans (net). 


Customers' HabtRty on 
acceptances 


Premises and equfpment . 


Accrued Interest receivabia.. 

Investment In affiBata 

Other assets 


Total assets. 


1991 

1990 

S 278^04 

(Poflarsh 
$ 286,040 

8,894,900 

8^48^50 

459,160 

385,230 

5,450,500 

3,699,476 

143,369 

59,467 

368,173 

731,009 

4,730^54 

4354,096 

(174.7071 

(200.7541 

4^547 

4,653,342 

1,617^80 

2,010,434 

305^87 

324,603 

282,873 

291,481 

- 498,765 

485,022 

568,029 

538,048 

$23,423,487 

$22,013,002 


Liabilities and 
Stockholder^ Equity 


June 30, 


1991 


1990 


Non-tnterest bearing deposits; 

In domestic offices..- 

In foreign offices — „ 

Interest beerinQ_deposlts; 

In domestic i 


S 644,066 
128,971 


$ 6844? 64 

72,967 


In foreign offices. 


4,260.586 

12,253.643 


4,629346 

8,814.487 


Total deposits. 


Sxxt-temi borrowings — 
Acceptances outstanding. 
Accrued interest payable - 
Other fiabfflttes . 


Long-term debt. 


17^87366 

1,058323 

1,622,124 

176349 

737386 

884374 


14301.074 

2.087,155 

2,017390 

206,975 

529.756 

1353.450 


Stockholder’s Equity; 

Cumulative preferred stock, 
$100 par value: 1,000,000 


Common stock, $100 par value: 

4.800.000 shares authorized; 

3.560.000 shares outstanding..... 
Surplus. 


100,000 


100,000 


Retailed earnings. 


355,000 

860328 

342,637 


355.000 

860.000 
302302 


Total stockholder's equity — 

Total HablBtfes and 
stockholder's equity 


1.657365 


1317302 


$23.423^487 S22.013.002 


Letters of erexfil outstanding 

Tha pcxTkxi ofihn tnvnatmont In pnick*» rogtala not hwdgod by forward sates was S&2 mBiofi and S12J mAtton in 


$ 1380323 $ 1,517,794 

1W1 and 1990, iwpacttvely 


REPUBLIC NEW YORK CORPORATION 

Summary of Results 

(In thousands except per share data) 


Six Months Ended 
June 30, 


Three Months Ended 
June 30, 


1991 


1990 


1991 


1990 


Net income 

Cash dividends declared or common stock 
Per common share 
Net income: 


S 111,071 $ 97,091 
S 24,168 $ 21396 


$ 56,401 $ 52346 
$ 12,125 S 11,428 


Fully I 

Cash dividends declared 
Average common shoes outstanding: 
Primary 
Fully effluted 


$ 233 $ 2.74 

$ 232 $ 2.74 

$ .70 $ .66 


1.48 
1.47 
35 $ 


1.43 

1.43 

33 


34.438 

35.091 


31355 

31355 


34,485 33382 . 

35,787 33.082 J 


World Headquarters: Fifth Avenue at 40th Street, New Ybrk, New Ybrk 10018 
(30 offices In Manhattan, Bronx, Brooklyn, Quests and Westchester & Roddand counties) 

Member Federal Reserve System/Member Federal Deposit hsuroice Corpomtion/Member New York Clearing House Association 


BEVBtY HEiS • CAYMAN ISLANDS • LOS ANGB3S • MEXICO CITY ■ M1ANH • MONTREAL* NEW YORK 
BUENOS ARES • CARACAS • MONTEVIDEO ■ PUN1A DEL ESTE • SANTIAGO • RO D6 JANBRO • BSBUT • GS«UA • QIBRAUAR 
GUERNSEY • LONDON « LUGANO - LUXEMBOURG * WWW * MCNTE CARLO * BVtfS * ZURICH * HONG KONG * * SINGAPORE * T7UPB * TOKYO 


When your business is big money - trust 




to keep you informed. A Financial Times magazine, 
Available at newsagents price £3.50 
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Treasuries rally strongly 
on weak durables data 


By Patrick Harvereon in New York and Simon London In London 


DS BOND prices rose sharply 
yesterday morning in response 
to an unexpectedly weak June 
durable goods orders report. 

By midday, die benchmark 
30-year Government issue bad 
jumped j} to 9% to yield 8.437 
per cent The two-year note 
was also firms:, up A at 99ft, 


GOVERNMENT 

BONDS 


yielding 6392 per cent 
The surge in prices came on 
news that durable goods orders 
last month fell 1.6 per cent. 
The decline took analysts 
totally by surprise. They had 
been predicting a rise in orders 
at somewhere between 03 per 
coot and 09 per cent In addi- 
tion, the Slay increase in 
orders, originally reported as 
3.4 per cent was revised down- 
wards to 2 per cent 
The data casts a small 
amount of doubt over the 
strength of the current eco- 
nomic recovery, and for the 
bond market boosted hopes 
that the Federal Reserve will 
cut interest rates. 

The market moved higher in 
spite of apprehension ahead of 
the afternoon auction of 
$935bn in five-year notes. Nor- 
mally, such an infusion of 
fresh supply would depress 
prices, tint yesterday’s eco- 
nomic news was sufficiently 
significant to of fs e t the mar- 
ket's concerns about the effect 
of the auction on prices. 


636 per cent by the dose. 

Analysts said the renewed 
optimism was prompted by 
slightly easier money-market 
rates in Tokyo, which caused 
investors to focus on the pros- 
pects for further cats in inter- 
est rates later this year. Money 
market interest rates fell to 
7.41 per cent, having been 
steady at 730 per cent last 
week. 

The auction of VSOOhn 6.6 
per cen 1 10-year bonds received 
a favourable reception from 
the big securities firms. Notes 
woe auctioned at an average 
yield of 636 per cent 


■ GERMAN government bold 
prices moved higher at the lon- 
ger maturities yesterday in 
response to a statement from 
the Bundesbank that there 
would be no new issue of 10- 
year bonds in August 
After starting the day 
depressed by fears of higher 
inflation, the benchmark 8% 
per cent 10-year bund dosed on 
a yield of 836 per cent, against 
8.68 per cent on Tuesday. The 
September bund futures con- 
tract on the London Interna- 
tional Financial Futures 
Exchange rose bum an open- 


ing level of 83.66 to around 
83.78 by the dose. Volume was 
a healthy 43,000 contracts. 

The Bundesbank announce- 
ment means there has been no 
new supply at the long endof 
the market since May 8. The 
hank said federal cash holdings 
made a new bond issue unnec- 
essary. 

The government has also 
been relying on issues of short- 
er-dated stock for funding 
requirements. Yesterday, the 
Bundesbank announced the 
results of an auction of 8% per 
cent four-year notes. It 
accepted bids for DM2.95bn of 
notes but retained DM3.05bn 
for the purpose of market regu- 
lation, suggesting demand for 
shorter-dated paper is weak. 


■UK government bonds were 
little changed in lacklustre 
trading yesterday. The bench- 
mark 11 % per cent gilt matur- 
ing 2003/2007 dosed at 109g for 
a yield of 10341 per cent - 
Identical to the opening level 
On the London International 
Financial Futures Exchange, 
the September gilt fixtures con- 
tract closed at 9JL23 against an 
opening of 9U9. Volume was a 
sluggish 17,000 contracts. 


■ JAPANESE government 
bond prices moved sharply 
higher overnight in Tokyo, 
breaking out of the price 
ranges which have been estab- 
lished over the past month. 

The benchmark Japanese 
government bond issue No 129 
dosed the day in Tokyo on a 
yield of 6375 per cent, having 
finished on Tuesday at 6.72 per 
cent. In London, the yield 
moved lower stiQ and stood at 


BENCHMARK GOVERNMENT BONDS 
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German fund 
manager sets 
out to woo 
the ladies 


By Katharine Campbell 
in Frankfurt 


WOMEN German investors are 
for the first time being offered 
an investment fund tailored 

specifically to their own, 
a p parently distinct, needs. 

The “Fonds pour Femmes , 
created by Mrs Marion Weich- 
ert, a Hamburg-based indepen- 
dent financial consultant, 
starts from the premia that 
women are “alienated by the 
specialist Jargon” emanating 
from many bank Investment 
advisers. 

Mrs Weichert, with the sup- 
port of the otherwise highly 
conservative Hamburg private 
bank, Berenberg, and the bag 
F rankf ort unit trust manag- 
ers, Universal, h as set out to 
woo women away from the tra- 
ditional low-yield savings 
account . . _■ 

The fund is run by an invest- 
ment co mmi ttee which has a 
policy of favouring companies 
ran by women. 

Such companies are thin on 
the ground in Germany -Ms 
jij Sander of the eponymous 
Hamburg fashion house, being 
an exception — but equities 
will provide a relatively mod- 
est portion of the portfolio. A 
substantial portion of the fund 
will be invested in fixed 
income securities. 

Why the French name? In 
German, the title apparently 
has “leftish, green associa- 
tions”, whereas the Gallic con- 
nection is “very appropriate 
for our customers”, said Mrs 
Weichert adding that one of 
the a«tn« was teaching women 
that investment matters are 
not dull and dry. 

Some 250,000 potential cus- 
tomers have expressed interest 
in buying units priced at 
DM100 each. 

“We are not against men”, 
says Mrs Weichert who is for- 
bidden by the constitutional 
court from barring men from 
her fund. “We just want 
women to be better informed.” 
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Japanese trust bank in joint venture 


MITSUBISHI Trust & Banking, 
Japan's biggest trust bank, will 
set op a joint v e n t u re with Chi- 
cago Research and Trading, 
the US arbitrage company, 
Reuter reports from Tokyo. 

The two groups will each pot 
up about half of the 5150m in 
capital to set up the joint ven- 
ture, temporarily named CRT- 
JfTBC Capital Markets Group. 


1326 move is part of Mitsubi- 
shi Trust and Banking's strat- 
egy to become increasingly 
involved in credit risk manage- 
ment, the bank said. One rea- 
son for the move is to offset 
the impact of the recent slug- 
gish Tokyo stock market and 
resulting lower commission 
interne, it said. 

The joint venture group will 


consist of four companies - 
two in tiie UK and two in the 
US - which will trade in cur- 
rencies, interest rates, bonds, 
options, interest rate swaps 
and conduct arbitrage. They 
wBl focus on CRT's arbitrage 
expertise. At present, Japanese 
trust banks have their arbi- 
trage business in Japan limited 
by the Finance Ministry. 
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Vancouver 
sells trading 
system to 
Mexico 






By Bernard Simon in 

Toronto 


Stock I 


THE V anco uver 

Exchange (TOE) has sold a ver- • 
sfon of its computerised trad- *. 
ing system to Mexico’s Bolsa ” 
Mmdtmna de Valores. « 

The deal, which also *f 
involves IBM and a New York £ 
software developer, TCAM* 
Systems, includes computer 
software and hardware, as* 
well as telecommunications J 
and consulting contracts. The j 
TOE expects to net about » 
C|750,000 from the sale. * 


t 

- >c«rtwi m 


Vancouver, which sped-* 


i 


alises in speculative resource » 
stocks, in January 1990 * 
became the first stock! 
exchange In North America to I 
replace its trading floor with a« 
folly automated system. * 
The Vancouver system J 
allows traders to deal from* 
any c o mputer terminal within* 
telephone contact and also! 
folks trading and sumillance| 
functions. It was expanded! 
last September to handle* 
25,000 trades a day. Almost! 
two dozen terminals have been! 
installed in brokerage offices'* 
in Toronto, over 2,000 miles! 
away. * 

The TOE said it has also had* 
‘iminary discussions withj 
Mexicans on 




Pta> 

, X37>g> 

S 






omfflpanies on both exchanges. 4 
The VSE earlier thfa yeaW 


sold a similar extern to the j 
Caracas exchange in Vene-j 


exchange in „ 

*uda. ft Is currently pursuing* 
sales with various stock 4 
excha nges in South America^ 
south-east Asia and EmopeTj 
• a 


S G Warburg | 
plans IMI j 
valuation 1 


By Haig Slmonlan in Milan 

U^ 


S G Warburg, the UK 
merchant bank, has been comi* 
missioned by the Trea^f 

fay to produce a valuation^ 
fotitnto Mobiliare rtaiianS 
UMI), the Some-based fond 
foanagement and fhumAi.i w 
rices g roup, 50 p er cent owned! 
tty the government Ta. 

. itotiaa public-sector ^titieS 
5™ tpned to foreign ba ’ " 

w SW 1 ®? befi 

is bebeved to be 
first time a foreign institatt 

SSTK cayawoinfaai 

F°“P “/Italian saving! 
Sj* 1 * J^d byCartWn. the W| 
Milan-based 

Jfon^A price for ihe ttamaa 
partiy due“i 


jpta tag on OH, others 3 - 
a figure, twice fins 
Accordingto Mr Luigi 


fo worth over La^ootm. 
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All of these securities having been sold, this advertisement appears as a matter of record only. 



Telecom Corporation of New Zealand Limited 

Global Offering 

24,150,000 American Depositary Shares 
Representing 483,000,000 Ordinary Shares 

and 

241,500,000 Ordinary Shares 


-a; t 


Global Coordinators 


Merrill Lynch & Co. 


Goldman, Sachs & Co. 


e tancouver 


system to 


« Scrr.ad SImoa m 


Till viircnver » 
VS-'hasfii' 


;c “•ara'ie 

2i if V si 318. 
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to niff * 


12,075,000 American Depositary Shares 
Representing 241,500,000 Ordinary Shares 

This portion of the offering was offered outside the United States, Canada and New Zealand by the undersigned. 


Goldman Sachs International Limited 


Merrill Lynch International Limited 


Salomon Brothers International Limited 


ABN AMRO 


Credit Suisse First Boston Limited 


Ord Minnett Securities Limited 
UBS Phillips & Drew Securities Limited 


Daiwa Europe Limited 
Paribas Capital Markets Group 
S.G. Warburg Securities 


Deutsche Bank 


Fay; Rich white & Company Limited 
N M Rothschild & Sons Limited 
J.B. Were & Son 


Jarrime Fleming International Inc. 
Swiss Bank Corporation 
Yamaichi International (Europe) Limited 


Merrill Lynch & Co. 


12,075,000 American Depositary Shares 
Representing 241,500,000 Ordinary Shares 

This portion of the offering was offered in the United States and Canada by the undersigned. 


Goldman, Sachs & Co. 


Salomon Brothers Inc 


Bear, Steams & Co. Inc. 

Kidder, Peabody & Co. Lazai 

IhonpanM 

Robertson, Stephens & Company 


to. Inc. The First Boston Corporation Alex. Brown & Sons Dillon, Read A Co. Inc. Donaldson , Lufkin & Jemette Hambrecht & Quist 

incorporated S*curiete* Corporation 

& Co. Lazard Freres & Co. Lehman Brothers Montgomery Securities Morgan Stanley & Co. PaineWebber Incorporated Prudential Securities Incorporate d 


Hambrecht & Quist 


Robertson, Stephens & Company Smith Barney, Harris Upham & Co. S.G. Warburg Securities Werthefm Schroder* Co. Dean Witter Reynolds Inc. 

Incorporated incorporated 

Allen & Company RBC Dominion Securities Corporation A.G. Edwards ft Sons, Inc. Kemper Securities Group, Inc. Oppenheimer ft Co, Inc. ScotiaMcLeod (USA) Inc. Wood Gundy Corp. 

Incorporated 

Amhold and S. Bleichroeder, Inc. Robert W. Baird ft Co. Sanford C. Bernstein & Co., Inc. Cowen ft Company DainBosworth First Albany Corporation 


Werthehn Schroder ft Co. 


Dean Witter Reynolds Inc. 


Furman Seiz Gruntal ft Co., Incorporated Interstate/ Johnson Lane Janney Montgomery Scott Inc. Laden burg, Thalmartn ft Co. Inc. CJ. Lawrence Inc. Legg Mason Wood Walker 

in co rpor a ted Co rpo rat i on Inrnipniated 

Mabon Securities Corp. McDonald ft Company Neuberger ft Berman Piper, Jaffray ft Hopwood Rauscher Pierce Refsnes, Inc. Raymond James ft Associates, Inc. 

Sacurtttes, Inc. Incorporated 

The Robinson-Humphrey Company, Inc. Rothschild Inc. Stitel, Nicolaus & Company Sutro ft Co. Incorporated flicker Anthony Wheat Fi rst Butcher ft Singer 

Incorporate! Incorporated Crnpttmi MmkmH 

Brean Murray, Foster Securities Inc. The Chicago Corporation Crowell, Weedon & Co. Fahnestock ft Co. Inc. First Manhattan Co. Gabelli ft Company Inc. Johnston, Lemon ft Co. 


Moran & Associates, Inc. The Ohio Company Pa rfcer/Hun ter Pennsylvania Merchant Group Ltd Seidler Amdec Securities Inc. Wbdbusti Morgan Securities 

Saeutttea Brokerage mcorporatad 

George K. Baum ft Company Branch, Cabell and Company D. A Davidson ft Co. Ferris, Baker Watts Robert Fleming Inc. Scott ft StringfeMow Investment Corp. Steiner Diamond ft Co. 

Incorporated tn c orpowicd ... tncatponWd 


Seidler Amdec Securities Inc. 


Wedbush Morgan Securities 


Fay Rich white ft Company Limited 


241,500,000 Ordinary Shares 

This portion of the offering was offered in New Zealand by the undersigned. 


Fay, Rich white Equities Limited 


Ord Minnett Securities-NZ-LimKed 


BNZ Nominees Limited 


Jordan Sandman Were Limited 


Accident Compensation Corporation ANZ McCaughan Securities (NZ) Limited Australian Mutual Provident Society Barclays New Zealand Investment Services Limited 

BNZ Nominees Limited Buttle Wilson Limited CS First Boston NZ Securities Limited CU Group Staff Pensions Limited Guardian Assurance pic Hendry Hay McIntosh Limited 

Jordan Sandman Were Limited Newburg Nominees Limited Norwich Union Life Insurance Society NPF (Equities) Limited Southpoc investment Management Limited 

Sun Alliance Insurance Limited Sun Alliance Life Limited The Colonial Mutual Life Assurance Society Limited The National Mutual Life Association of Australasia Limited 

The New Zealand Guardian Trust Company limited The Prudential Assurance Company New Zealand Limited Tower Corporation Westpac Investment Management-NZ-Llmtted 


Advisor to the Selling Shareholders 


Salomon Brothers Inc 


July, 1991 
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Ontario exchanges bond 
issue proceeds with IADB 


By Simon London and Tracy Corrigan 


PROVINCE of Ontario 
yesterday overcame the lack of 
currency swap opportunities in 
the Eurodollar sector of the 
international bond, market by 
arranging a direct exchange of 
the proceeds of its $390m bond 
issue with borrowers in the 
Canadian ddQar sector. 

Ontario’s five-year bond 
issue, lead managed by Gold- 
man Sachs International, 
shared exact maturity dates 
with a C$l50m deal for the 
Inter-American Development 
Bank - also lead managed by 
Goldman Sachs. By exchanging 
the proceeds of the issue, the 
province can achieve cheaper 
Canadian dollar funding than 
otherwise available. 

Currency swap opportunities 
out of Eurodollars are few, 
although demand for Euro- 
dollar bonds at the three to 
five-year maturities remains 
buoyant. At market swap 
rates, Ontario could expect to 
achieve floating-rate C an adi an 
dollar funding only slightly 
below Libor. 


However, a piece of the jig- 
saw is missing. A further 
C$3Q0m five-year pap er is 
required to complete the swap. 

Of the two deals, the I ADB 
transaction received the better 
reception from the market. The 
bonds were offered at a spread 
of 37.5 baste points over Cana- 
dian government bonds. The 
Ontario issue saw a more 
patchy response, with some 


INTERNATIONAL 

BONDS 


participants in the deal report- 
ing good demand and others 
reporting slow placement. 
However, the deal traded up to 
99.97 bid from a fixed reofiered 
price of 3932. 

Credit Agricole, the French 
co-operative financial institu- 
tion, came with another 
C?150m five-year deal, not 
related to the swap and lead 
managed by Swiss Bank Corpo- 
ration. At a yield spread of 52 


tends points over gover n ment 
frwMfa . the deal saw a strong 
response from retail-oriented 
accounts with 33 banks partici- 
pating in the d*wl 

The New South Wales Trea- 
sury Corporation laimched a 
AJiOOm 15-year daai. an unusu- 
ally longdated transaction for 
a retail-dominated market 
However, investors’ appetite 
for long-dated paper hats been 
fuelled by expectations that 
the Australian inflation rate 
wiQ fall below 4 per cent in 
August, making real returns 
for long-dated Australian dol- 
lar bonds more attractive. 

The deal met strong demand 
from UK investors, as well as 
the n«n»i continental Euro- 
pean retail clients, according 
to toad manager Fay Rich- 
white. The issue was bid at less 
L85 paint, well inside full fees 
of 2% points. 

In the Swiss franc market, 
three Japanese companies 
raised equity linked funds 
totalling SFr20Qm, in the form 
of convertible bonds. 


NEW INTERNATIONAL BOND ISSUES 

Bofrower 

Amount m. 

Coupon % 

Price 

Maturity 

Fees 

Book runner 

US DOLLARS 

Province at Ontario<a)t 

380 

8% 

101-545 

1896 

1V1% 

Qotdman Sacfts 

Thermo lreLSystenu(b)5t 

75 

a !» 

100 

2001 

2*2/1 h 

Lehman Brae. 

WH Capital (<^5t 

50 

7h 

100 

2006 

2h/ih 

XHenry Schroder Wagg 

CANADIAN DOLLARS 

IADB{a|t 

150 

10% 

101.675 

1980 

1 W6 

OokSman Sachs 

Cetose NaLd*Cre<LAgrte.(a)t 

150 

10% 

101.575 

1986 

1 Vi-775 SBC 

AUSTRALIAN DOLLARS 

NSW Treasury Ccrp(a)t 

100 

12 

101.00 

2006 

1% 

Fay Wchwfttte (UJL) 

SWISS FRANCS 







Nakeyama KHorfdflHkf 

OK Foods lndMa)**$ 

100 

64, 

100 

1996 

- 

UBS 

50 

4 

100 

1995 

1»# 

Nomura Bk. (Swttz) 

Hamamatou Pttoto.(e)*Ag 

50 

s% 

100 

1996 

- 

Mkko Bk. (Swttz) 

Okamoto Machine Too)(IJ*Ate 

35 

4 

no 

19 96 

ih 

BcaJfSvizzeto Banana 

D-MARKS 

Bfi(gm 

400 

(a) 

100.10 

1998 

20/lflbp 

Salomon BroaJtG 


♦♦Private placement. SConverUtUe. VWltfi equity warrants, ^floating rate not*. IfinaJ terns, a) Non-callabta. b) Subordi- 
nated Issue, launched 22/7/91. Amount Increased from SSOm. Callable at 104% bom 15/8/94 declining by 1% per annum to 
par. Coupon payable sentf-aiuiuafly. Conversion premium fixed at 1405%. c) Amount decreased bom SBOm. NotvcaHabte 
until 25/9/96 then callable until 25/W99 at par subject to 130% nte. Coupon payable aamUannualty end wee Indicated at 
7V7>2%. Conversion premium fixed at T7_S%. d) Holder at 10 shares on 30/8/91 wfil receive 1 bonus share. Non-calWMe. 
e) Put option on 31/3/94 at 10B>z% to yield 7017%. Coupon payable eemt-ennually. f) Callable on 16/8/92 at 101*2% 
declining semi-annually, g) Amount Increased bom DMSOOro. Callable at par after 2 years. Coupon pay* SOfap mlnua 
3-month Libor. 


SKOPBank downgrading ‘bad news’ 


A SENIOR offiriftl of Finland’s 
Saastopankklen Keskns-Osake- 
Pankki (SKOPBank) described 
its downgrading by Moody's 
Investors Service as minor, but 
still bad news. Renter reports. 

The deputy chief general 
manager, Mr Juhaui RnTmnm, 
said; "It is very popular to say 


that it doesn’t affect anything, 
but it is always bad news.” He 
added that in the current 
world temlriwg circumstances, 
anil in tiie Nordic region in 
particular. It was good to be in 
the AA band. 

Moody’s has lowered the rat- 
ing an SKOFBank’s senior debt 


to AA3 from AA2. “The econ- 
omy is the reason for the bad 
performance of Finnish 
banks,” said Mr Biikonen. Fin- 
land’s GDP in the first quarter 
fell &2 per cent. However, 
SKOPBank had a strong capi- 
tal base to help it 
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Regulators 
in UK seek 


assurances 


from Japan 


By Richard Waters 


SECURITIES regulators in the 
UK have w ritte n to large Japa- 
nese securities companies in 
London seeking assurances 
that the recent stock compen- 
sation scandals in Tokyo dq 
not extend to the UK. 

Similar letters have been 
sent by the New York Stock 
Krrhaii p B to those of Its mem- 
bers Involved in the Tokyo 


The UK’s Securities and 
Futures Authority (SFA) hra 
written to the four firms 
involved - Nomura, Nlkko, 
Datwa and Yamakln - asking 
them whether clients in the 
UK were compensated for 
stock losses, as had happened 
in Japan. 

The regulators also asked 
what systems were in place to 
ensure that such practices 
could not occur in the UK. 

The SFA has also written to 
the Japanese Ministry of 
Hbmiv pairing for Inforwa. 

tion about the stock compensa- 
tion 

The SFA is also still investi- 
gating tiie position of Mr Kd- 
cU who is moving from 
Tokyo to become the new 
ri iuh i ium af Nomura Inter na. 
tinnni in London. 

Mr Kan* is already a mem- 
ber of tile SFA, pHhfmg h he 
ha« yet to become a director 
farmaiiy hi London* ffls per- 
sonal membership Is now 
being reviewed. 

The Japanese houses are 
understood to have given ver- 
bal assurances to the TSA 
about their practices in Lon- 
don, but have yet to respond 
formally In writing to the 
enquiries. 

In the US, meanwhile, the 

fi wnH Haf f and Vwlmigg ( Vwn. 

nkrinm «flH it had no R8MB 

to believe that Japanese flrma 
in the US had been compensa- 
ting clients for stock trading 


• The SFA has fined GW Fu- 
tures £70,000 and c e miui e d it 
for ffaflnre to act in the best 
interests id its customers, and 
to act with due *MH, care and 
dfHgenee." The firm has paid 
glOOJMO compensation to di- 
nts and reorganised its com- 
pliance and controls, OTA said. 
It also fined ECU futures 
£9,000 over a misleading 
advertisement • 


Japanese equity-linked deals surge 
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By Em Deo Terazono in Tokyo 


A FLOOD of planned 
equity-linked issues thre ate n s 
to add to the problems of the 
scandal-hit Tokyo stock mar- 
ket 

Nikko Securities estimates 
that equity-linked issues 
planned for the July-Septamber 
quarter will total Y3400ta, a 
sharp rise from Yl^GObn for 
the p receding three worths to 
June. 

The weakness in the stock 
market has caused a handfril of 
companies to postpone or can- 
cel new issues so far, and 
although market conditions 
are pushing up coupon redes 
on the bonds, the bulk of com- 
panies have yet to alter fund- 
ing schedules. 

While the pchedpied amount 
could yet be scaled down, the 
potential need to issue new 
debt remains high. Last year, 
equity-related issues totalled 


Yl0,000bn, down from a 
1989 peak of Y24^XW&n- 
Japanese companies are 
squeezed for funds. Corpora- 
tions’ net fingm-ial d efi c it , or 
savings minus investments 
measured on a flow of funds 
basis, has risen to a peak 9 per 


cent of gross national product 
With banks cutting back on 


asset growth, companies are 
left with few other low-cost 
options. 

Nomura Securities under- 
scores tiie risks involved for 
underwriters, given weak stock 
market conditions. It says: 
"Underwriting of new issues 
sh o u l d not be allowed to run 
wild.” ft adds that at tiie same 
time tiie securities houses can- 
not jeopardise relationships 
with fearirnff cKgnts by tailing 
them to wait 

Demand for direct equity 
investm ent has tailed off in 


recent months , with volumes, 
which reached a daily average 
of over 800 m shares at the 
height of the bun market, foil- 
ing below 300m. Oversnpply of 
shares has become the leading 
concern on the secondary mar- 
ket and traders fear new issues 
will add to the overha ng. 

The Japanese We insurance 
industry has also called for 
restraint in tiie issue of equity- 
linked debt The Life insurance 
Association of Japan recently 
urged companies, looking for 
fluids through bonds issues 
irofegd to shares to consider the 
health of the stock market The 
association claimed that a 
Y500bn to Y600bn new issues 
per month would be an appro- 
priate leveL 

The last thing the broker- 


four houses agreed to suspend 
all new equity linked issues. 
Deprived of c o mm i ss ions, tne> 
und erwriters saw revenues sag * 
alarmingly. 

“If a company wants to 
issue, we are not in a posjnpn s 
to resist this,” said an offic ial * 
in the underwriting depart- 
ment at Nikko Securities. The 
views of underwriting depart- 
ments dearly do not reflect 
concerns of the secondary mar-^ 
feet departments. % 

While the Finance Ministry 
it is not in a position to 
close off primary markets, 
securities companies would 
hfce a discreet hint from tiie 
m i nis try in the form of admin- 
istrative guidance. If they had . 
some form of official backing 
most securities houses red 
they could tum away clients. 
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ages want is a repetition of last tuey wu** - 

year's four-month moratorium seeking jqdty-related funds g 
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First Chicago to cut workforce 


By Barbara Durr in Chicago 


FIRST Chicago announced 
yesterday it would cut its 
workforce by L000 as part of a 
$l 00 m cost reduction, pro- 
gramme this year. 

The cuts will come largely in 
its Global Corporate banking 
operations, which save large 
corpo ra t e and institutional cus- 
tomers. 

First Chicago said it expec- 
ted a third-quarter restructur- 
ing charge associated with tiie 
move in the range of $3Qm to 
140m. 


The bank said that tiie deci- 
sion to restructure the bank’s 
operations aimed to improve 
overall corporate performance 
by focusing on the most attrac- 
tive segments of its business. 
The Global Corporate tide of 
First Chicago has bad a lower 
rate of return than tiie bank’s 
other operations. 

What is left of the Global 
Corporate unit will now put 
greater emphasis on such 
activities as corporate finance 
and risk management, while 


traditional lgndlng will be 
reduced. 

Overall, First Chicago is 
chifHng its strategy to bolster 
its retail and middle market 
hawking and credit card 
operations, its more profitable 
lines of business. 

Last year. First Chicago’s 
net income dropped 30 per cent 
to $249m, and in the first six 
ninths of this year net income 
was &0&8m, or $136 per share, 
down 32 per cent from flSfen, 
or $211 per share, last year. 


NAB to set op 
TCD facility 


NATIONAL Australia Bank 
will become the third of Aus- 
tralia’s four major banks to 
establish a tr ansferable certifi- 
cate of deposit facility, Reuter 
reports from Sydney. 

NAB said it was completing 
documentation for the facility, 
hut it would not be drawn 
down immediately since the 
bank was sufficiently liquid 
from its $L06bu rights issue. 
Westpac Ranking and Austra- 
lia and New Zealand Banking 
have made respective $300m 
transferable certificate of 
deposit (TCD) issues this 

month. 

• BAYER, the German chemi- 
cals group, is to be quoted on 
the Milan Stock Exchange. 


BPI makes only bid 
for Portuguese bank 


By Pa trick Blum in Lisbon 


BANCO P ortn gnes de 
Investnnento (BPI), Portugal’s 
largest private investment 
bank, emerged yesterday as 
the only buyer bidding for 
Banco Fonsecas & Burnay 
(BFB), the medium-sized com- 
mercial hwnk which the st ate is 

privatising 

Details of the bid will not be 
disclosed until early August, 
after BPTs offer is approved 
formally by the gi'ivc nimenL 

The bank’s privatisation is 

Split hrtn two. With the iniHfll 
s al e of an indivisible hinrk of 
16.4m shares representing 80 


per cent of BFB*s capital, to be 

followed by the sale of the 
remaining 20 per cent at a later 
date. The buyer of the block of 
shares sold through a bid auc- 
tion at a starting price of 
Rtn oiii per share must under- 
write the sale of the remaining 
20 per cent The government 
was expecting to raise about 
EsSShn ($24Qm) from the sale, 
though only about EsSbn of tba 
revenue will go to the Trea- 
sury. The remainder will be 
ploughed bad into the bank to 
finance an EsSObn financial 
restructuring programme. 


ANZ arranges 
finance deal 
for IOC 
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AUSTRALIA’S ANZ banking 
group baa arranged a $100m 
firiwnrfny for the Indian Oil 
Corporation (IOC), India! 


, . i « 

V- £/fel 


state-owned oil tmi — . — 

distributor, using tiie Islamic 
trade financing method of Mur- 
abaha, writes Sara Webb 
Mnrabaha is a procedure 
whereby a bank or institution 
buys raw materials and sells 
thorn to a client at an agree d 
mark-up, rather than dunging 
interest on a loan, although - 
usually the mark-up tends to ; 
track prevailing interest rates. 

ANZ has arranged a ldOtiay 
supplier credit for IOC to 
ffoam-e the import of crude o& 
and petroleum products, 
whereby A1 Rajhi Hanking and - 
Investment Corporation, the • 
Saudi commercial banking 
group, buys the crude oil and 
petroleum products and then \‘ 
resells them to IOC with the - 
payment deferred. . The ~ 
mark-up is equivalent to a . 
margin of 3 perce n t ag e paints v 
over the London Interbank L 
offered rate per anmuiL 
ANZ has arranged two previ- 
ous Mnrabaha oil financing; 
facilities in the last ninr- 
mnnthfl for Pakistan far $lflQm 
and $105m. But this is tiie first . 
Mnr abaha oil financ in g that 
has been arranged to finance 
tiie TmHan Qfl Corporation's ofl-^ 
i m ports. ' 
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Last Declarations 
For settlement 

for rata Indications i 
London Shan Service 
Calls In B u rton, Carton Comma, 


July 22 
Aug. 2 
Oct 24 
Nov. 4 
end of 


Ends, Globe Pst, Granads, HeH- 
eal Bar, Howeten, LWT PrwM^ 
Monument OO, NetL Home Lems, 
Pllklngton, Scottish Heritable 
TriML Tttnkar Res. and witBegste 
Lets. Put in Ratnera. 


LONDON TRADED OPTIONS 
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M Oct Jm 

PUTS 

N kUe 

AWteroi 

300 70% 8592% 

% 3% 8 

(*5701 

550 20% 46% 57% 

% 14 22 


600 % 19% 33% 

32 3947% 
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% 2% 3% 
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90 2 6% 9% 

% 6 7% 


m % 3 5 % 

812% 13% 

BrfLAhem 140 32% 35% 38 

% 1 3 

. (172) 

16012% 20 24 

% 4% 7 


180 % 8% 12% 

7% 12% 16% 


cua 

M tki Jm 


ran 

i w Jro 


CULLS 


pun 


Her S« fcc Ms 


750 7% 43% 596 % MS% 
t*760! 800 % 17% 3442% 43% 53% 

nm> 260 8 18 26 12 20% 22% 

(-268) 280 1 9 16 12 20% 22% 


(M55) 
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460 


SO 66 
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Om 
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® 8% 15% 2B% 
9b 23 31% 96% 

125064% 98% 133 39% 54% bl% 
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BAA 
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42016% 32 40 8% 15% 20 
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750 83 100 U9 
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% 1618% 
18 36% 42% 
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Beds 

(*40B) 


360 48 57% 64% 


390 18 34% 40% 


420 -17% 


% 2% 4% 
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- 19 a 
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700 48% »% 76 4 16 22% 

750 15 28% 48% 23% 37% 44% 
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4» 9% 19% 30% 12% 22 26 
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600 1630% 43% 3746% 
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240 9% 16% 22 1014% 16% 
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460 -13% 24 - 29 32 
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1.3% 7% 


4 7 


Can. (taka 460 62 64 77 
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550 %12% 2b » 4245% 
460 40 56% 68 % 5% 9% 


iKStt 
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P.&0. 

1*576) 


G» 
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360 3% 17% 29 % 16% 22 

390 % 7% 16% 27% 38 40 
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850 % 17% 3658% 71% 76% 
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1*158) 


ftafattri 

(•242) 


550 37% 47% 60% 5% 1322% 
600 9% 22 35% 28% 44% 48% 

MO 13% 24 2 1% 4% 6% 
U0 612% 14% 7% 11% 15% 

240 9% 1621% 5% 1112% 
260 1% 7% lift 23% - 


21 7% 

2» 5 9% 14 21 S% 25% 

700 49% 66% 82% u% 20% 23% 
750 19% 40% 54% 31% 40% 44 

140 8 1214% 4% 5% 7% 
2 3% 6% 17 18 20 
» 6% 9% 11% 6% .9% 11% 
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■ y'ja 
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U0 3% 7 - 


2 3% - 
7 8- 
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W20) 


Ldi. 

C*I30B) 


125036% 98% 130 %37%43% 
1300 7% «9% U5 % 57% 63% 
1350 147% 80% 45% 85% 88% 


R.TZ 
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240 3 9% 15 S 25 S 
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Toes 
t*274 ) 


2>M%»%37% 713% 18 

420 5 17 24 24% 28% 35% 
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«67) 
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WUr 

(*393) 
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: * :a --SS - 
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Afebe Rat. 
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300 10% 19% 26% 12% 15% jfl 


Safeotny 

W62) 
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550 % 18 30% 10% 25% 32% 
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NOT CLOSE . . . EXACT 

The FT-Actuaries Share Indices Service 

; FINSTAT, the Financial Times Statistics Service, offers a uniaue 

1 

1 Ai* important senes, bringing new accuracy to your analvcic '■ ’ 

z PnntP/1 Hptatlc arp aim QifOfloKlA - jTDtt. ’ i ’ 


Printed details are also available. 

For further information contact FINSTAT on 071-925 2323 
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UK COMPANY NEWS 


rLasmo falls 29% as write-offs rise 


S&ffS! 

-'‘•amt 


By Deborah Hargreaves 

; •• ] -JLASMO, the UK independent 
. V.f-Loil company, yesterday 
' c ;' reported a.29 per cent <fr qp in 
i _ p... , .jts Interim pre-tax profit from 
* ' £42.6m to £30.4m, due largely 

. \ .to increased write-offs as the 
1 1 .Company expanded Its oil 
exploration programme. 

’ ■. t -V * Lasmo boosted output in the 
. t 'first wrr months : of the year to 
. /■.*., 83,000' barrels a day (81.700). 
.. ' However, much of this increase 
. - <t7 bad to be given up as tax to 
if host governments - princi- 

■ i .jelly in Indonesia - and tnrn- 
: r rover rose only slightly from 

■ ..■«£] si -im to £l513m. 

; j Lwhwu) fs almost 90 per cent 
*1 geared to the oil price and 
-! ,y; although crude prices climbed 


to an average $19.45 a barrel 
during the period from $17.73, 
the low value of the dollar 
meant sterling revenues of 
£10-63 a barrel were virtually 
unch an ged. 

Mr Chris Green tree, chief 
executive, said he expected far- 
ther strength in oil prices dar- 
ing the second half of the year, 
coupled with an improvement 
in the exchange rate. “An extra 
£1 per barrel on the cdl price 
would mean £16m to £17m cm 
our bottom line." 

However, the City was disap- 
pointed with the figures. Mr 
Brendan Wilders, analyst at 
Hoare Govett, said: “They’ve 
reported more money from 


their treasury operations than 
on producing oil." 

Lasmo shares dropped 12p to 
. 348p after the stock market 
received no assurances about 
the success of the exploration 
programme. Xn addition, the 
market reacted badly to the 
only slightly higher interim 
dividend of 2L3p (ZSp). 

Lasmo increased first-half 
spending on exploration and 
appraisal drilling from £47m to 
£77m and doubled expenditure 
on development from £62m to 
£13Rm. Mr Greentree said the 
company had drilled 102 wells 
around the world in the first 
six months of the year. 

However, Lasmo is talcing a 


cautious approach to booking 
reserves found as part of its 
exploration efforts, although ft 
has some prime assets in its 
portfolio. The company is cur- 
rently appraising an oil find in 
the North Sea. Its Canadian 
fields off Nova Scotia will start 
producing in February at a 
rate of 30^000 barrels a day and 
the company is looking at 
up gradin g its Pakistan gas 
reserves. 

Lasmo reported a tax credit, 
bringing profit after tax to 
£33.6m, a gainst a tax deduction 
in the previous period, when 
net profit was £32.4x0. Earnings 
per share rose from 8 . 2 p to 
&5p. 



Ce ffo 2 ^ 
nuance 


for foe 


jJacques Vert 
'declines 
35% to £3m 

.K, 

‘ By Alice Rawstfiom 

JACQUES VERT, the women’s 
wear group, yesterday 
announced it was holding its 


; Ci ST H.UlA's -- 

-n,.";- ■ iast2J*®fe final dividend at 6p despite a 3S 
i r i - per emit fall in pre-tax profits 
^ ^ '^ rom £4U55 m to £3 , 01 m in the 



sSsfc:' 
s*™ - 


i.i • increased margi 
; ! • ' Turnover re 

. ^thi i (£41.7m) despite 

ZSP <» a Ci : r esales to £5.3 

-aiiajy — r a,I l . m u; ^ i 


year to April 30. 

: Mr Alan Green, joint chair- 
man, said it had been a “test- 
ing” year, but the group's per- 
formance had improved in the 
second half as it had resolved 
pricing problems and had 
Increased margins. 

rose to £42 .Sm 
a fall in export 
13m (£6. 8im) 










nato r ; . reflecting the closure of the US 
’ ra rfJetalhBhZr : i : operation. However, operating 
*-\f tes stnZr. • ^ ■ profits fell to £3^9m (£SJ.7m) 
" mainly because overheads rose 
, to £l4-8m (£mrn). 

- : The group paid higher inter- 
est of £978,000 (£519,000) on 
— *es3:eat CmuF Ki ' gearing of more than 50 per 
S-zt raasaadJt : ! cent Mr Green said the net 
pzzz, - *.* * debt level was higher than 

peeves. 1 ; • - expected chiefly because of 


gwi . 



-5 is equhda 
g 3 ££ : 
: i- r ~i London hr J 


£400,000 to guard against the 
i -‘ -.risk of bad debts and slow pay- 
■» . -.meats. 

Earnings per share fell to 





- X83p 
oilfian;, m ent 
~ ?.tT i Like - other clothiers the 

^5 J 22 (S Gejies •• i > Lgroup had been affected by the 
~~xrs slowdown in the retail sector. 

However, Mr Green said the 
” “ ' "emphasis on classic clothes fee 

older women had helped cuah- 
ion it against the recession. 


Spurs offer goes unconditional 
after holders of 11% tip scales 


By Jane Fuller 

THE HOLDERS of just over 11 
per cent of the shares in 
Tottenham Hotspur, which 
owns the north London foot- 
ball club, have accepted the 
75p-a-share offer from Mr Alan 
Sugar and Mr Terry Venables. 

The offer is now uncondi- 
tional because Mr Sugar and 
Edennote, Mr Venables* com- 
pany, own 38 per cent, Mr 
Tony Berry, former chairman 
of Blue Anew, who is acting in 
concert with them, has B per 
cent, and the acceptances take 
the total over the 50 per cent 

thrpghnlfj 

The total amassed by Tues- 


day was 54.9 per cent. The 
offer, which values Tottenham 
at £7 An, remains open until 
August 7. 

Prolific Asset Management is 
selling Us 4^ per cent stake. It 
said the investment did not 
satisfy the income require- 
ments of a unit trust No divi- 
dend has been paid since tbe 
interim for 1989-90 and Prolific 
felt it would be some time 
before payments were 
resumed. 

Tottenham owes £10m-£llm 
to Midland Bank, which 
recently extended the overdraft 
facilities until May next year. 


The acceptances so far will 
cost Mr Sugar, the new chair- 
man Bnit huarl of Amstrad, t» TM) 
Mr Venables, the new chief 
executive, £ 860 , 000 . This leaves 
about £3 Am of the money they 
have available to buy shares 
and support a rights issue. 
Tottenham is expected to seek 
a relisting of its shares, 
suspended at 91p since last 
October, alongside an issue. 

Tbe fete of Mr Ian Gray, 
Tottenham's managing direc- 
tor, remained unclear yester- 
day. Mr Gray believed he had 
been sacked, the company said 
he still had the job. 


Capita placing to raise £4.2m 


By Peter Franklin 

CAPITA GROUP, the 
USM-quoted supplier of man- 
agement services to the public 
sector, yesterday announced 
plans to raise £4 .2m net of 
expenses via a placing and a 
move to the main market 

The placing and offer to 
shareholders of 2Jm new ordi- 
nary shares is on a I-for-6 basis 
at 207p per share. The proceeds 
will be used to provide addi- 
tional working capital to fund 
expansion. 

The placing by Hill fianwrf 
with institutional and other cli- 
ents of Credit Lyonnais Laing, 
will increase tbe group’s net 
assets hyjSI per cent to-fiSAm. - 

Dealings in the company’s 
shares on the Official List are 
expected to commence on 
August 21. 


The announcement came as 
the company reported a 45 per 
cent advance in pre-tax profits 
from £956,000 to £L38m in the 
six months to end-June. Turn- 
over increased 21 per cent from 
£9JL7m to £lLlm. 

Earnings per share improved 
to 7Jp (5.9p) and the interim 
dividend is being increased to 
l^P (L5p). 

In view of the positive 
results, and in the absence of 
unforeseen circumstances, the 
board intends to recommend a 
Anal dividend of 3.6p, making a 
total of 5.4p (4J>pX . 

.[ , Mr- Rod Aldridge, r hait-man 
and chief executive, said the 
company owed its success to 
its innovative range of ser- 
vices, such as the marketing 
for the Driver and Vehicle Lic- 


ensing Agency of per sonalised 
vehicle registration plates and 
a computerised revenue collec- 
tion service for local authori- 
ties. 

It had been board policy to 
manag e the balance sheet pru- 
dently, without incurring bor- 
rowings for working capital or 
acquisitions, and at the 1990 
year-end the group had cash 
balances of £3m. 

However, Capita had propos- 
als outstanding few 24 contracts 
with a total value of £49m over 
five years. 

In anticipation of securing a 
number of these the board con- 
sidered it important to 
strengthen the group's capital 
base to enhance its standing 
with potential and existing 
customers. 


DTI blames 
Rotaprint 
bosses, bank 
and auditor 

By Jane Fuller 

A DEPARTMENT, of Trade and 
Industry report on Rotaprint, 
the maker of printing equip- 
ment liqiBliiated in 1988, has 
criticised its management, its 
auditor and Its merchant 
bank. 

Tbe Inspectors did, however, 
find that initial concerns. 
Including the possibility of 
Insider trading by directors, 
were not justified. 

They also said that investors 
who paid high prices for Rota- 
print shares in 1987, before 
the October market crash, had 
simply felled in their specula- 
tion. 

In the spring of 1986, Rota- 
print launched a £2m rescue 
rights issue and placing - at 
ftp pea: share - put together 
by its new tap management 
team, Mr John Crates and Mr 
Charles Howe, former execu- 
tives with Crystalaie, the elec- 
tronics group. 

Losses were cut and in 1987 
the share price rose to 18 p, 
although Mr Crates tried to 
dampen speculation. By Febru- 
ary 1988 the WranriaT position 
had deteriorated. 

The shares were suspended 
at 4p and the receivers were 
called in. 

The DTI inspectors, Ms Mary 
Howarfh Arden and Mr Geoff- 
rey Newton Lane, criticised 
the management for inade- 
quate accounting systems, a 
serious weakness in computer- 
ised stock control, failure to 
appoint a non-executive direc- 
tor and being slow to realise 
that Rotaprint had no real 
chance of rescue. 

Arthur Young, the accoun- 
tancy firm, was criticised for 
foiling to qualify the 1987 
audit report because of uncer- 
tainty over whether Rotaprint 
was a going concern. 

And Robert Fleming, the 
merchant hank, had faffed to 
advise the directors folly in 
December 1987 over the possi- 
bility of a non-underwritten 
right issue and the associated 
effort to find new manage- 
ment. 

The investigation, launched 
in August 1988, applied to 
E &taprlnt pic - not to Rota- 
print Industries, bought from 
the receivers by two other 
directors. 

' The inspectors found that 
the receivers from Cork Golly 
had considered the competing 
bids Iter the business with due 
care. 


Tight cost control 
helps LWT improve 
profits by 7% 


By Raymond Snoddy 

LWT < Holdings), the London 
weekend ITV company, has 
beaten the gloomy trend in 
television company results 
with a 7 per emit increase in 
pre-tax profits for the half year 
to June 30. 

Profit of £9.7610, after Exche- 
quer levy and interest com- 
pared with £9J4m in the same 
period last year. 

The increase was achieved 
despite an 8 per cent fall in 
adverti si ng revenue and a drop 
in overall turnover to £124m 
(£135m). 

Mr Christopher chair- 
man, said yesterday that the 
improved performance was due 
to “tighter control of over- 
heads. loner operational costs, 
the lower inddeince of trans- 
mission costs and lower Inter- 
est and levy charges.” 

The company, whose pro- 
grammes range from Cilia 
Black’s Blind Date to Melvyn 
Bragg’s Sooth Bank Show, said 
yesterday that its operating 
profit before interest and levy 
at £47.7m was now 25J3 per 
cent of its net advertising reve- 
nue. This compared with L6A 
percent in the case of Thames 
and 1&9 per cent for Central 

Mr Bland said he was confi- 
dent that LWT would retain Its 
franchise when the results of 
tbe competitive tenders were 
announced In October. LWT is 
opposed by London Indepen- 
dent Broadcasting, a consor- 
tium of irutapgnitorii film and 

television production compa- 
nies led by Polygram, the 
record company. 

The LWT chairman 
expressed con cern about the 
future of the ITV network if 
the size of leaked bids were 
correct 


Mr Greg Dyke, managing 
director, said the proposed 
jwwnal sum of £425m-£450m for 
the network was enough, but 
the Independent Television 
Commission bad to insist that 
the money was spent 

Earnings per share after 
exceptional items were 6.7p 
(£L9p) basic and 5J&> (5-2p) fully 

A dividend of L.969p has 
been paid to holders of both 
preference and management 
shares. 

Mr Quentin Price, media 
analyst at stockbroker James 
CapeL said yesterday that he 
had. been expecting £6m for the 
six months and is forecasting 
£ 18 m for the fUfl year. 

• COMMENT 

Given the depths of the adver- 
tising recession LWT has 
increased its profits in the only 
way possible - by catting 
costs. Greg Dyke even claims 
to have perfected cheaper ways 
of making programmes with- 
out damag in g quality. By the 
end. of the year most of the 
planned cost savings will have 
been realised. It is impossible 
to say anything about LWT*s 
future until we know whether 
it is to have one or not. Its bid 
is one of the few not to have 
leaked so far, but it is likely to 
have been “sensible." This 
probably means that it has 
been outbid by LIB, although 
the industry is still betting on 
LWT surviving somehow. Even 
a “sensible” bid of about £30m 
a year would probably mean 
no profit in 1993. LWT is expec- 
ted to have earnings of LL3p a 
share for 1991, growing to 15p 
in 1992. 


DIVIDENDS ANNOUNCED 



Currant 

payment 

Dale of 
payment 

Corns - 
ponding 
dividend 

Total 

for 

year 

Total 

last 

year 

Capita S Int 

1.B 

Oct 7 

1.5 

. 

4.5 1 

Eve § ftn 

GL5 

Sept 17 

6 

92 

5.5 

Gibbon Lyons § firt 

4 

- 

4 

6 

5.9 

HUctara I fin 

0^ 

Sept 21 

1 

0.5 

1 

Holders Tecta § int 

2 

Sept 16 

2 

- 

6 

Jacques Vert fin 

6 

Oct 8 

6 

10 

10 


2J3 

Oct 4 

22 


B.5 

Lloyds Abbey int 

QJ3 

Oct 11 

6 


17 

Mirror Newspaper— int 

0.8 

Nov 1 

- 


- 

Radius § int 

0^ 

Sept 27 

0.9 


2.7 

St Atufrew Tat int 

2.7 

Oct 1 

2 JS 


7.2 

Tace — int 

nil 

. 

325 


11 

Union Dlocount int 

11.5 

Sept 2 

11.5 


35 ' 


Dividends shown pence per share net except where otherwise stated. 
‘Equivalent after allowing for scrip Issue. fOn capital increased by 
rights and/or acquisition Issues. SUSM stock. 


S&P cuts 
rating 
on NHL 

STANDARD & Poor’s 
Corporation has cut the rating 
on National Home Loans' 
8600m euro-commerclal paper 
programme to A-3, its lowest 
investment grade, writes 
Norma Cohen. 

The rating agency said tbe 
move reflected the company's 
announcement on Monday that 
it had to seek an emergency 

liquidity line from a group of 
UK clearing banks. 

S&P said it believes the 
loans will provide the group 
with adequate liquidity to meet 
current expenses, alth o u g h the 
reduced funding flexibility 
might adversely affect operat- 
ing performance. However, 
NHL's problems were largely 
the result of nervousness in 
the money markets rather than 
fundamental business prob- 
lems, S&P said. 

Gibbon Lyons falls 

Gabbon Lyons Group, tbe USM 
company which serves the 
printing industry, reported a 31 
per cent drop in pre-tax profits 
to £L03m to the year to March 
31 199L 

H mIsa aniwnniwi p lans to 

raise £L5m net by a placing 
and open offer on the basis of 
l-for-4 ordinary and/or prefer- 
ence. The price Is 80p and com- 
pares with 94p in the market 
on Tuesday night. 

Earnings per share foil to 
105p (I4p)_ The proposed final 
dividend is 4p for a total of 6p 
(5J)p). 

Radios declines 

Taxable profits at Radius, the 
USM-quoted computer systems 
group, fell from £1.39m to 
£801^000 in the six months to 
May 31. The interim dividend 
is held at 0.9p. Turnover edged 
ahead to £14.7m (£14fan) and 
earnings dropped to L71p (3^p) 
per share. 

Hildare profit down 

A slowdown in customers’ 
orders in the last quarter and a 
higherthan -usual level of bad 
debts combined to cut the pre- 
tax profit at Kildare by 40 per 
cent 

The group, a USM-quoted 
maker of electronic, security 
and fighting products, returned 
a profit of £194,000 in the year 
ended March 31 1991 (£322,000). 
Finance 'charges almost dou- 
bled to £111,000. 

Earnings fell to 5Ap (8p) per 
share and the dividend is 
halved to 0^). 
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This advertisement is issued incompliance with the requirenients of the Council of The International Stock Exchange of the United 
: Kingdom and the Republic of behndJJmitcd C&e London Stock It does not constitute art offer or invitation to any 

person to subscribe for or purchase any securities- Apphcation has been made to the Council of the London Stock 'Ejcdxmgc {or 
admissKm m the Official Ustofall the 1991Warrants (as defined below) of Eurotunnel PL.C. (“EPLC*) and Eurotunnel SA. 
u ("ESA”). It is expected that listing uM become effectux and that dealings will commence on Monday, 29th juiy, 199L 



I EURO I 
LTUNNEL 


Eurotunnel P.L.C, 

(Imvrporated m Ettgbnd tatder the 
Companies Act 19S5) 



Eurotunnel SA 


(A soaete anonym incorporated 
in Fiance) 


Introduction by 
S.G. Warburg Securities 
of 

7,142,857 EPLC 1991 Warrants 
twinned with 

7,142,857 ESA 1991 Warrants 
(together “1991 Warrants”) 
to subscribe respectively for shares in 
EPLC and ESA twinned as Units 

Pursuant to a share warrant agreement dated 4th November, 1987 made between EPLC, ESA and various banks 
and financial institutions, as amended by an agreement to amend and restate the same dated 23rd April, 1991 and m 
connection with a credit agreement dated also 4th November, 1987, as amended from tune to nm^ made between 
Eurotunnel Finance Limited (a subsidiary of EPLC) and Eurotunnel Finance SA. (a subsidiary of ESA) and various 
■ banks arid financial institutions, EPLC and ESA have each issued 7,142,857 warrants (respecti vely th e “EPLC 1991 
Warrants” and the “ESA 1991 Warrants”) to a number of such banks and financial institutions. 

The 1991 Warrants were issued further to resolutions of EPLCb and ESAk shareholders passed on 23rd May, 1991 
and resolutions of EPLC’s and ESA’s respective boards of directors passed on the same date. 

Each EPLC 1991 Warrant presently entitles the holder on exercise to subscribe for 1.07 EPLC shares at the price of 
£L75 and each ESA 1991 Warrant currently entitles its holder on exercise to subscribe for 1.07 ESA shares at toe price 
of FRF 17.50. Each EPLC 1991 Warrant is twinned with an ESA 1991 Warrant to ensure that, on exercise, EPLC shares 

and ESA shares are only issued in the form of Units. 

An information brochure providing details of toe 1991 Warrants is included in toe Companies Hebe Service, available 
from toe London Stock Exchange. Copies of such brochures will be available during noroial business hours on any 
weekday (weekends excepted) up to and including 9th August, 1991 from:- 


Euro tunnel SA^ 
112-114 Avenue Kleber, 

75016 Paris 


S.G. Warburg Securities, 
1 Finsbury Avenue, 
London EC2M2PA 


Eurotunnel Pi. CL, 

Victoria Plaza, 

111 Buckingham Palace Road, 

London SW1W 0ST 

Copies of toe brochure are also available for collection only from toe Company Announcements Office, 
toe London Stock Exchange, 46/50 Finsbury Square, London EC2A 1DD up to and induding 29th Jul* 199L 

ZSthJufy, 1991 
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BRITANNIA. 
BUIL DING SOC IETY 

£150,000,000 
Floating Rate Notes 
Dire 1996 

In with the Deans mid 

cowfitioas of the Nodes, notice is 
bacty 8iwiidMtftrtIie three man* 

24th July 1991 to (but eaadmB n g) 
24* October 1991, the Notes wifi 
esny a me of interest ofl 1 .225 per 
cent, per a oimiu . The idevant 
interest payment date adD be 
24* October 1991. The coopon 
amount per £10,000 Non will be 
£282.93 payable agataat nneoder 
of Coupon No: 20. 

Hambros Bonk Limited 
Agent Bank 


KAMSALUS-OSAKE-PAftKKl 
(I noerp o it aJ mWi LtaaBad 

Uebtflty In Rntam# 

US DLRS 100JDOO.OOO 
Subordinated Floating Rata 
Notea dua July 1097 
In accordance wWi the tanna and 
comflfans of dm Nmm, we hereby ptai 
nofea M tw nd tamat paynwet (Me 
eflba October 24. UOT. 

- award kernel ran tor lb* period ton 
JUy24, 1901 to October 24, 1091 be 
B'/M. 

late n t unable wB be: 

- USB KSLB2 per U8BKLOQO maUnt 
prfndpt amount lor ragltMMl note* 

- US* IBUBpar coopon hr USB 10000 


-USB 4,07292 par coupon tor 
U9» 350000 rtonorri nl on bearer none 

BANGLE GOERAtE DU 
LUXEMBOURG SA 
Apart Be* 


GENFMANCE N.V. 
USS lOO^MUXM Floating 
Rato Notes due 1994 


In accordance wBb B» lerae end ono- 

dMena el toe Nor—, Mika la hereby 

given Our tor Ae the moettia period 
tram Jtdy 24. W1 to January 24. 1993 
tbe note* wto carry an totenel rate cl 
6>zK dneiudlng Hie margin erf t,K. 

The coupon amort ae eaMuMed tor 
denote U ndone or UBO hMMO wM be 
USD XB.S2. 

BANQUE GENERATE 
DU LUXEMBOURG SA 
Re torenoa Bank 


NOTICE CF INTEREST RATE 


{T* *> Baton e0 

BaafcAentiea Cnparatlea Raattog Bate ' 
SebanOrttnd Capital Xeten 
Bn Bctetor 1 B99 taw «tSB5fl BG 9 

Putnam In tbe provtsLoos at the Non 

bsueduatofmelnden tore oiBenkAmenca Car. 
paratton dated at of Jtm 15. 1S84 as amended 
ty die SeMMSuoptonwntal Indenbire dated as 
el September X, 1B85 1 . the ran tor the period 
tram July 1991 up to and (ntiodbio October 
23, 1901 Is 7375%. The amount el Interest 
payable on October 24, 199T Is tLS. Si ,084 72 
iweactiSTOOflOO principal anrawitoC me Notts. 

M aiuitiufi B aa a tw 
Tmttaptaf 
as CaJcuHfon Aperrf 

July 22. 1991 


p*ow of M ii n eiiai w d ni ae 


hie""" 




Peel 

PM 

W IEMT 



totes 

=a 

CrCiih 

fSwh 

priDB 

Mm 

0030 

17X4 

«55 

2046 

moo 

USB 

16.45 


0130 

15X1 

1650 

1650 

oaoo 

1&B1 

1645 

2036 

0230 

1L61 

16.46 


0300 

1U1 

1650 

raso 

0330 

16L61 

1658 

1656 

0400 

1531 

1658 

1658 

0430 

1550 

1656 

1656 

0500 

1650 

1650 

1656 

0630 

1650 

1606 

ran 

oaoo 

15*S0 

«05 

ran 

0B» 

1M3 

16.10 

16.10 

on» 

1754 

1602 

3642 


1754 

1653 

2076 

0000 

1651 

21.12 

2257 

mao 

2100 

23.40 

27.42 

0000 

2150 

26.76 

27.76 

non 

J -1 

3157 

8654 

1000 

2359 

3146 

3667 

1030 

2350 

3143 

3664 

1100 

2150 

33.19 

3645 

1130 

2150 

3344 

3673 

1200 

2150 

3358 

3651 

1ZM 

2150 

3130 

3666 

1300 

2150 

3151 

3347 

1330 

22.12 

3091 

3280 

1400 

2150 

2351 

37J4 

1430 

2150 

21.12 

2253 

1500 

2150 

2i.il 

2251 

1 

2150 

21.10 

S-'il 

«00 

2150 

21.16 

2256 

1630 

2150 

35.73 

3757 

TOO 


3650 

8756 

1730 

23. SB 

3S.74 

3751 

1600 

2256 

21.10 

2250 

1830 

1851 

2156 

2257 

i«n 

ram 

2100 

2253 

1930 

ram 

1694 

2074 

2000 

rasa 

1602 

2072 

2030 

1950 

1653 

2032 

2100 

1602 

19-50 

2132 

2130 

20.74 

1950 

2132 

22DO 


1950 

2130 

2230 

2074 

2855 

3051 

2300 

raso 

2151 

2151 

Z3SQ 

UL02 

1653 


2400 

raw 

2151 

2151 

Price* «• d—rmtoed tor e—y nrtHww to 

each t— «n» tour Hour period. Pr— s an to 


mM an* pKa to dm ml m ciunm 

baaaaiee t,eeeancvm. PrewMon tor ea 

datorrtnanan or pool irtea to 


uu i— n bi 

Enolsiid i 

amatol 


Bia oomoen af toacMeny nerfUi 

. J and WM Tea Pool PuiUiaaa Prim 

beak al it— —tartly at ua i m a nt a wade 

to a —w to raapsta al atocetotor tntoad 

torauBb »e pool- Tl»« sm-toioiwi Pool 

Purehaaa Pr— to auM— to ravWdon or 

eorroedan uadi nnal pool prlaaa are 


tba Oay tJwaOno- PoW SaOtoe Prtoato 

Oie pr— paid ay punt— al etoeMcMy 

andar — peal Mdbra ar r mu oa— nto. b to 

daea ndam wen toe mnr tol n a d t in af Poel 

Piea t— Pi—l n— poo* prtaae ore atoo 

rapaWe at into Ion. 
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BRITISH AIRPORTS 
FMAHCEB.V. 

JPY 15,000 ,0 0 0 ,000 noaUng 
Rale Guaranteed Notes 
due 1896 


In e e certenee mWi Cm urana end oon- 
<*t*or» ol be note*, nance la hereby 
p wa 9 n> tor die in tares! period Iran 
July 25, 1901 to January 2 r, 1982 dm 
notoa will carry an Inter— rata ol 
7.38126% (bichxSns the margin at 
aio%j. 


The coupon amount 
denomlnaHoof ol JPY 1i 
January 27, 1862 wf» be JfV Mf JKL 


payable lor 

[ 0 , 000.000 on 


BAMQUE OBUEftALC 
DU UJXEMBOURQ SA 
Agent Bark 


ENERGY 

EFFICIENCY 


The FT proposes to publish 
this survey on 

October 16 1991. 

The FT is read daily by 54% 
of Chief Executives in 
Europe’s largest companies. 
To reach this influential 
market and obtain further 
details , call 

Philip Dodson on 
071 873 3389 
or Fax 071 873 3062. 

Data souree.’Chkf Executives tn Europe 1990 




BRISTOL & WEST 


BU1LDIMQ SOCIETY 

£100,000,000 

Floating Rate Notes 1992 

Notice ■* hereby ^ren that the Rate of Interest for the throe 
month Interest Period cmnicadto on J* 24, 1991 has been 
fixed aUSX pe. and that die in te r es t payable on the relevant 
Interest Payment Dare, October 24, 1991. in respect of Comport 

No. 23 will be £HL78 per £5,000 Note. 

ANatWest Capital Markets Limited 

Agent Bonk 


PUBLIC WORKS LOAN BOARD RATES 

ertedton July 24 


Quota loans* 
vt art 


Overt up to 2 — 
Over 2 up to 3 
Over 3 up to 4 _ — 
Over 4 up to 5 — 

Over 5 up to 6 

Over 6 up to 7 

Over 7 up to 8 — 

Over 8 up to 9 

Over 8 up to 10 — 
Over 10 up to IS 
Over 15 up to 25 .., 
Over 25.. 


Ttorvquoto leans A an 1 par earn blotter sad non-quota toons B 2 ow ewd Mrtwr In each com 
( hail own b— tEqaat Iwnaliiians of prtnolpal. tt napaymant by hod m an / annuity (ftaad 
— - - principal and IntorasQ. | Wttb halHraarty paymanto al 


equal ho t yearly peyraeMa » include 
totarart only. 
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UK COMPANY NEWS 


A pair of 24-carat ingredients in Monarch’s crown 

Kenneth Gooding weighs up the value of the mining company’s new top management to shareholders 


T WO SENIOR executives, 
who over 12 years 
helped build Gold Fields 
Minin g Corporation (GFMC) 
Into one of North America's 
lowest-cost and most profitable 
gold producers, have taken 
over the management of Mon- 
arch Resources, a small and 
troubled UK-quoted company. 

GFMC was a wholly-owned 
subsidiary of Consolidated 
Gold Fields, the mining and 
industrial group acquired by 
the Hanson conglomerate in 
1989. Then, some analysts 
suggested GFMC was worth 
about ILSbn (£892.8m) and 
Hanson turned down offers of 
Slbn for it 

At that time Mr Michael 
Beckett was both the Cons 
Gold managing director 
responsible for exploration and 
mining and chairman of 
GFMC, while Mr Anthony Ciali 
was GFMC's vice-president, 
finance and administration. 

Some of Monarch’s big 
shareholders persuaded Mr 
Beckett to Join as chairman in 
March and he recruited Mr 
Ciali as chief executive two 
months later. They have also 
hired Ernst & Young, GFMC’s 
auditors, to replace Feat Mar- 
wick at Monarch. "This is no 
reflection mi Feat, we just feel 
comfortable with Ernst & 
Young,” says Mr Ciali. 

Analysts would not be sur- 
prised - once the new team 
has settled In - to see more 


former GFMC people join Mon- 
arch, which has gold 
operations solely in Ven e zuela. 

Indeed Mr Beckett and Mr 
Ciali admit that they have 
asked themselves whether it 
might be possible to build 
another GFMC. Some time in 
the future Monarch might pro- 
vide that opportunity. But, as 
they will tell Monarch share- 
holders at the ptmnal T KMjgtmg 
on Monday July 29, there is 
much to be done first to put 
some stability back Into their 
company's operations. 

Monarch shareholders are 
shell-shocked at present They 
have seen their shares, which 
reached more than 900p at the 
peak, plunge to only 68p In 
recent weeks. They have since 
recovered some lost ground to 
205p after the market had con- 
sidered the heavyweight quali- 
fications of the new senior 
management twnn 

Monarch was floated in 1987 
when some shares were placed 
at 295p to raise £6.&bl There 
was a rights issue of shares the 
following year at 525p to raise 
another £19.4m, quickly fol- 
lowed by a placement at 60Qp 
to add another tarn. 

The recent collapse in the 
share price, which gives Mon- 
arch a market value of £ML9m, 
was sparked by the new man- 
agement team’s decision to 

raafep an avtran mUnar y charge 

of $35.55nz in the results for 
1990. These also showed a pre- 


tax loss of $&3m against a pre- 
vious profit of 1365,000. 

Mr Beckett says the charge 
related to the write-off of good- 
will which arose from the issue 
of shares at the time of the 
Dotation hi aar-hang * for inter- 
ests in various mining conces- 
sions, mineral leases and con- 
tract service arrangements. 
Hie exploration results on cer- 
tain of the concessions, as well 
as the operating results of the 
mill Monarch built In Vene- 
zuela, have been disappointing. 

"These factors, along with 
the significant management 
and related business philoso- 
phy changes, contributed to 
the new board’s decision to 
write off In fun the goodwill 
hwiwnrfl because of the uncer- 
tainty as to the future recover- 
ability of this asset from exist- 
ing and planned operations,” 
Mr Beckett adds. 

He says Monarch's board has 
been streamlined — with* direc- 
tors have resigned, leaving six, 
including the two newcomers 
- and this should speed up 
communications and decision- 
making. Coat-catting has seen 
the London office shut (leaving 
one in Bermuda, where Mon- 
arch is registered, and two in 
Venezuela). 

Mr Beckett, 54, spent 25 
years at Cans Gold and he was 
left comfortably off when 
fnyrori to sell his lrtiyphfilrfmg K 
to Bfrwfinn- He has waived his 
entitlement to emoluments 


Monarch Resources 


Share price (penoa) 
700 



growth and profitability of 
Monarch depends on the suc- 
cess of its exploration efforts - 
it has exploration concessions 
covering 37,000 hectares in the 
Guay ana greenstone belts. 
Drawing on his contacts and 
experiences at GFMC, which 
discovered three first-class gold 
deposits in the US (which 
became the Ortiz, Mesquite 
and Chimney Creek mines), Mr 
Ciali hopes to help Monarch 
achieve a similar sort of suc- 


1988 

Souiwk Qatutraem 


1989 


1990 


1991 


from Monarch for the time 
being. 

As at December 31, Monarch 
was debt free, had net current 
assets of *i asm a nd cash of 
$ 1.85m. Cash-flow currently 
depends entirely on the perfor- 
mance of its Revemin tailing s 
(waste) retreatment plant near 
El Callao. 

Revemin is now operating 
satisfactorily and Mr Ciali says 


an independent report shows 
that Monarch’s new min needs 
little but routine maintenance 
to bring it up to scratch. The 
mill Is me of the few in Vene- 
zuela's prime gold district, the 
Guayana greenstone belts, and 
Monarch is buying in ore from 
independent miners in the area 
to get a better blend of mate- 
rial for the mill 
Mr Ciali says the future 


cess. 

The DSW man^ppmimi team 
Vian the hacking of Monarch's 
major shareholders (Industrie 
and Handelsbank Zurich, 
believed to hold shares on 
behalf of a wealthy German 
fondly, 26.16 per cent; and a 
group of influential UK and 
continental European in restore 
believed between them to own 
15 per cent) 

Shareholders are given a 
glimpse of the longer-term 
future in Monarch’s new "mis- 
sion statement” which says it 
"will continue to focus atten- 
tion on Venezuela with an eye 
to di vers ify ing gradually some 
of its efforts elsewhere in the 
Americas as opportunities and 
res ou rces permit”. 

However, whether or not 
Monarch becomes a re-creation 
of GFMC, Mr Ciali suggests: 
“The shares might not be 
worth 900p each - but they 
are certainly worth mare than 
the current 105p." 



Proposed Mod fi oofioftt of ftoGondBora at fie licence* of rofoc otivnunkMflOfM pfc CBT) and 

Mercury Corantunlccdiora LimBed ("Mercury") 

Whereas the Director General of TefecommunicaHons Cthe Dfrector*) h accordance with section 
12(2) of the Telecormuricalfens Act 1984 CtheAcH gave nalicwon 7 Mach 1991 that he proposed 
to modfty the Concffltans of the Licences ported to - 
a) British Tetecormujnlcatfors an 22 June 1964 Hhe BT Licence"); and 
to Mercury an 5 Naverrtber 1984 (The Morouiy Licence') 

under section 7 of the Act for the itrinfag of the tetecommurlcxation systems specified In Ameer A to 
each of those Licences, and representations and objections were received by the Director In respect 
of those proposed modifications; 

And whereas, having contidered those representations and objections, the Director has concluded 
that It would be appropriate for the proposed modifications to be made fa a revised tornv 
Now therefore, in occordcrtce with section 12® of the Act, the Director hereby gtves notice that he 
proposes to moke modflcations of the Condtitans of both the BT licence and the Mercury licence. 


iiegcrds 

below. The Drector also proposes to mate a number of rrwnor and consequential madWcattons tor 
the puposaa of the principal proposed mocflfioations. 

2. The reasons why the Dlector proposes to mete the modfflcafions as a whole are to promote further 
competition In the provision of telecommunication services, to ensure that the regulatory 
arrangements provide for effective competition. Including competition from new 
teleoorrmrdcatksns operators who mav wish to use the sendees and facfltles of BT and Mercury, and 
to afford greater choice and quality of service and more competitive prices to users of 
teteconvnuiiicaNons services 


3. The Director b required by section 12(2) of the Act to consider any representations or objections 
which ere duly made and not withdrawn. 


MrG P Knl^t. Office of Te*9CorTrrajnk^3flons,E)taort House. 50 bjdgato I^LOt'ODN EC4M7JJ 
no totar them 27 August 1991. 

Copies of the proposed modflcatlons may be obtained from the above address (telephone 
071-822 1665). 25 July 1991 

SCHEDULE 1 

Proposed Principal ModficaHons of Concttans af both Ihe W Licence and tfw Meictiy Licence 
(D Interconnection o( Pubflc Networks 

The proposed modification would enable the Dfrector. If necessary, to ensure that Ihe costs of 
Interconnection were apportioned equftcbty between the operators of public networks to reflect Ihe 
benefits to both parties It would strengthen his enforcement powers If Interconnection agreements 


benefits to both parties; It waud strengthen his enforcement powers IT rfercoonecifari agreements 
were not being canted out effectively; end It would enable hrn, with a view to mlnMslng delay, to 
determine standard terms for a dass of stmlcx types of interconnection. Special cxiSHond provisions. 


Where approve* is not granted or & withdrawn, fhe licensee would be required to Wbrm Ihe Director 
of the remedial action it proposes to take and of the anticipated date of approval or of the 
p rogramme tor Ihe cessation of use of that description of meter. 

BT end Mercuiy would also be prohtoited from rendering bfls which were higher than was wanented 
by the extent of fetecammurfcatian service which the Licensee had aefualy provided. The Licensee 
would be obfiged to have bBng processes which would tadtate compfiance by the Licensee with 
tills bikrg obBgatton. The Licensee would be crffoided a defence of tearing teten al reasonefoie steps 
to prevent a contravention of its b*ng obigattons. 

The Licensee would be oblged to keep records for the purpose of enabing the Director to check that 
the bUrg process met the requiremenfe of the Licence. 

Powers to raqite fatornotfan and of exc rn tna tt o ri. hspection and testing would be conferred on the 
Dfrector so ct to alow Nm to verify lhat the bBng process met the requaemants of the Licence. 

(bo Service Provtde ra/ l to fc Jog 

The proposed mocfficotion would raqufre BT and Mercury to deal with rotates of their services on 
reasonable terms. It would give the Director the power to require BT or Mercuy. as the case may be. 
to modtfy any chape, term a condition retatfrig to the supply af telecommunication services to 
retalers if. fofowlng representations from a retoter. he was satisfied that it was unreasonable. The 
reason for the modification is to create a framework to enable relates Of any emerge) to re-sefl 
services, or to offer packages of services, which could reflect any cfccounts they were able to obtain 
as buBc purchasers from BT a Mercury. 

(x) Noticed Price Charges 

The first proposed modification would mc*e It dear that charges, terms and conditions tar new 
services tfxxld be notified to the Dfrector at the time the service is list provided. A second proposed 
modification would require that where BT and Mercury notify price changes in accordance with tire 
existing obflgations In Cancfflon 16 of the BT Licence and ConcStton 15 of the Mercury Licence by 
putoflsNng a price 1st, Ihe fctdearty identities the new prices and thefr operative date. The reason far 
the first proposed modification Is to ensure that the Director is notified promptly of the prices charged 
by BT and Mercury for new services, and the reason for the second modification b to enable 
customers reaefly to Identify price charges. 

SCHEDULE 2 

AddHond Proposed PrincJpd Mortifications af CandUons af ttie BT licence Only 
<D New Wee Control Rule 

There ore two extetfag price control rules in Condtton 24A of Ihe BT Licence. The first rule Smits ihe 
extent to which BT may IncrBCTe.ar ohlQesBT to reduce. Ihe aggregate price of o ‘basket* ofeertefa 
main services, in any yea of the faux years endng on 31 July 1993. to 4.5 percentage points below 
the percentage chcnge in the RetaS Prices Index (RPl) in the yea to Ihe previous 30 June. The 
services to which this rile apples are exchange ine rentals and hlond cals (except ccfe from pubfic 
col boxes). The proposed mocffication would bring international cds (except from pubic cal boxes) 
within the ' bosket" of controfled services and would Bmlf Ihe extent to which BT could increase, a 
would oblge BT to reduce, the aggregate price of this enlarged "basket* of services to 6.25 


pacer^^^IMfafs^below the percentage change In the RPI for each year of the final 2 years. 


commeni 


as described In paragraph (Jv) of Schedule 2 below, would be mode In relation to fhe BT Licenoe. 

00 Equal Access 

A limited form of equal access Is available under existing Licence Conditions. The proposed 
modffleaflon would empower the Dfrector to Impose an exploit obflgation on BT and Mercury to 
provide factitles for a more complete flam of equd access, such foot exchange Ine customers have 
opportunity to choose between c om peting long cfctanoe operators, to the extent that Ihe 
has determined that It is Justified on cost benefit grounds and he Is of the opinion that 


I August 1991. 

The second price control rule imtts the extent to which BT may increase, or oblges BT to reduce, the 


sufficient anangemente have been mode In rotation to the pricing of BTs tetocomrrxjrlcattcn services 
lurpose of achieving fair competition. Those cxiangemeno' 


for the purpose of achieving fair competition. Those cnangemerre would need to relate to the scope 
for the rebalancing of BTs charges (as affected by regulatory con trots) and any access charges 
payable to BT under ConcStton 19 or to Mercury under Condition 18. The Director would have the 
power to determine those terms end condfttons retorting to the equal access which BT or Mercury 
hove. wHHn o reasonable time, fated to agree, and he would also have the power to determine the 
manner In which the costs should be apportioned between the Licensee and the operator requesting 
access to ensure that ihe costs borne by that operator equitably reflect the benefits to that operator 
and Us customers. The Director's power fa cflrecr the provition af equal access would fate effect only 
after the end of 1992 end, fa the case of Mercury, after Mercury had achieved a 25% share of the 
exchange fries In any particular tooedty. 

(V) Numbering 

The proposed modficaflon would cdow the Dfrector to establsh a national numberfrig pkn ond to 
cdlocate numbers or blocks of numbers within that plan. The reason for this Is that numbering 
* i are critical to the effective woridng of competition, end the afocation of numbers 


not therefore be under the contra! of a pcrticulcr operator or operator The mortification 

tabtity _of numbers to be achieved, provided that was 


would also enable a irrited degree of port 

technkxHy teasfate ond not d fa p r opo r t to niote ly costly. Customers would be able to change ftom one 
network operator to another without changing numbers, if they were remaking In the some premises. 
0v) Access to Data Bases 

The proposed mocSficatton wcnld require each Licensee to alow access to Its data bases by other 

operators of pubic tetecammunioalfon systems, on reasonable terms, tor the purpose of deafeig with 
dkectory enqubes ond routing cab. The operators of ktterconnected networks would not be able to 
provide a complete service to their customers In the absence of such an oblgalfon. ond so would be 
unable to compete effectively. 

(v) Essential interfaces 

The proposed mortification would give the Director ihe power to spedfy esertlaf interfaces which the 
Licensee Shad mate avdtable fa compfcnoe with the appropriate European or other kriternaitond 
standard. In the absence of such a standard, the Director would have the power to praserbe one. 
The reason for this proposed mortification is to ensure that ihe interfaces in question have the 
dxxocterisHc s nerressa^farthectevetopmenrtofeftecttvecompettHoa 

<v0 Provision al Private Circuits to Other PubBc Telettarrirnuniccfions Operators fTTOs^ 

The proposed mortification would requfre both BT and Mercury to provide private ckcufis to other 
PTOs an request, unless the Director was satisfied lhat my reasonable demand was. or would be, met 
by other means or that the PTO In question vrouid be unduly relent upon services provided by BT or 
Mercury, as the case maybe, in satisfying Its own Bcence obfigations. The Director would have the 
power to daterinfre that BT or Mercuy, as the crae may be. should mortify any relevant pubSshed 
charge If he was satisfied that another PTO had estabfished a prima facie case that it was 
measancfcle. The reason tor ttbnnodBlcxjtlcnb to crecte a fttmewak under which PTOs,inc6jcing 
BTor Meraiy.wou d not be required to provide ihe* awn circuits when it would be more efficient far 
the PTO h question to pay for Bror Merciiy to provide them. 

(vi) Hnanckti Wormaficn 

The proposed mortification to the BT Licence would impose an expldl attigation on BT to furnish the 
Dfrector. within 6 months of Its finmdal year end. with statements showhg Its turnover, operating costs 
and profit, disaggregated to shew those figures by types of service, together wlfh a certificate from 
Brs auditor giviig his view on fhe accepfabBIy of Ihe mefhocb of oflbeatton «sxf the appfcaflon of 
those methods far the preparation of the statements. The proposed modtiication to the Meraxy 


’bosket" for the final 2 veers, cammencfrg 1 August 1991. 

The reason for the proposed extensions of Ihe existing rules h the licence Is that BTs profits an its 
International servlcss have Increased slgnlflccnlty since ihe mefor review at the flrat price control ale h 
1988. end the Director accxwSngty considers lhat BT’s prices for its mafri International services should 
now be subject to control. 

(M) ABemofive Torifls/ Dgere nB al Chcrgrng 

The first proposed modBkxrtion would recognise expidtty that the offering at alternative torifls. In 
reqsect of savfces provided either by meais of BTs pubic switched tetecommurloatlans network or 
by means of private dreutts, would not be regarded as undue cfccrirrtnaflon (for the purposes of 
ConcStton 17) as between efferent dosses cf customers in respect af services provided by each of 
those meens. provided that; 

(ctf the effect was to achieve greater uniformity of the ratios of fhe revenues accruing from the 
different classes of customer On respect of services received by each of those meens) to the 
incrementd costs of providhg fhe reievent services to those dosses of customer and 
(h) neither service revenue by doss of customer nor charges tor any category of cal are decreased 
below tho tocrem&ntd cost of provision. 

The second proposed rrxxtificattan provides for the Director to issue guidelines, agreed with BT, wNch 
wl spedfy. Inter ala. the levels below which any charge or combination of charges may be set for 
the purpose of ofiemattve tariffs, end w* provide for the ffodud Introduction of such dfferentid taiffe 
cvaopertodof5yecxs«tornrnEndr*gonl August 1991. 

The third proposed modification makes It dear lhat BT wfl be deemed not to hove shown Lrtoue 
preference or undue ctiaaMnation In rotation to dftersntid dhogfag. provided that: 
a) ihe dtemattve tariffs corrply with the guldeSnesi; 


b) the Increase fri the Medkn Residential Bi does not exceed ihe fricrecse fri RPl during ttie currency 

of the extsttog price control rules; 


c) any increase tn standard residential end single Ine business exchange line rentals or standard 
connection charges shal not exceed Ihe percentage change fa RPl by more then 2 percentaae 
points duitng each year o< that period; and 


(9 that the same chi 


> for business customers with mare than one flne shall not exceed the 
■ 'nwretttonSperoentogepofatsclijfrigthafpeitocl. 

foe reason tor the proposed modflcatlons Is to make dear the extent to which BT may Introduce 
differential chargfag fa an Increasingly competitive motet, and to control the speed of chant* 1 wtth 
the objective of promoting effective competition. 

® Notice of Price Changes 

The proposed modification would require BT to provide Individual customers, on request, with 

advcnce detc* rf increases In GDocharge Ine r *- — “ - 

Enquiry chages. The reason tor Ihbr 
their use of the telephone service. 

<W Wercamecffan of Pufafc Networks 


is to give customers the opportintiy of budgeting for 


The reason for ttie proposed 


s Is to ensure that the Dfrector receives adequate ond timely 


The modifications oulflned In the notice puMshed by Ihe Director on 7 March 1991 would have 
oblged an operator TOnnecting with BT. fa drcurnsJaices where the Director determfaed that BTs 
rwaconnection costs should fc» doporttoned between BT ond that operator, to pay to BT as pat of 
mat qpportlonment a contribution towards cry losses Incurred by BT fa respect of fhe provision use 
end rnrtTterwnce of ewmenge Snes (the Access Deficit*). Having considered the representations 

m «* k = a,tan = propo»d.lhe now 

KKSjSSSM 

v a«^op e ^i^y«j l Mcppiv; 

below 


Information about services provided by the operators who have, or may achieve, a sufcetaitld share 
of the market or a particular sector of It, in carder that he mey use that Inf ormat io n as a bosk for 
nsgutatcay decMons. 

Cvg Me te ring ond BBng 

The proposed moefflootion would require BT and Mercury to apply for approve! (under section 24 of 
the Act) fa accordance with a ttne-sccte to be speeded by the Dfrsctor of meters of a drealptton 
specified by him fa use on a date ^eeffled by him. BT and Mercuxy would dro have to Cpply for 
cppioval of meten of a specified deserbfion not fa u» on that specified date no later than a date 
further specified by the Dlredor. or not less than six months before the licensee fa question intended 
to bring that meter into use. whichever should be the later- Bfarta Mercury woufo be prohfaited from 
keeping fa ex bringing fata use after a date specified by the Director any description of meter 
specified by hkn which Is not approved or for which the Licensee fa question has not mod© on 
appScation for approve!. 


, _°f ^ 10% ^ operator's matet shoe. Should however BTs matet share fafi 

... BT would be entitled to a fun contribution towards its Access Deficit fa respect of 

9X0635 Of 13*%- Fu l access deficit contributions would be p a y able on 
traffic thtau^i epjd access anengerrente end on al interconnected traffic by contaetttors 

whose matetsharas had exceeded 29%. AddtioncEy, fa the event of restitctiore afleSn^BT^rM«3 




Dli^^det^m^ orv chcrges pavabte by BT to aiottter hferoxriected operator he 

jjtoulcl be ffQJited to °nd coneffltons eppearfag receonably necessary tottmto«ura 

that any charge payable fa respect of the conveycuce of any message should cover faithe 

yfiBga teiRaSffo u 

ctorrtrtxmon to tetevonr ovemecx±0 and (b) a reasondbte rate of return on attributable aseis mnsad 

tothe netevcsTt capital employeclfa adcltion, the Dtectar would have power to 


Eve Group avoids 
the worst but profit 
still slips by 11% 


- - ? r k 


By Daniel Green 



A STEADY FLOW of public 
sector and infrastructure work 
cushioned Eve Group, the 
USM-quoted contractor, from 
the worst of the recession last 
year. But slow going in con- 
struction reduced pre-tax prof- 
its by 11 per cent, from £ 4 . 62 m 
to £4-llm. 

The group's refusal to take 
on business at uneconomic 
margins cut turnover in the 
year ended March 31 1991 by 
17.6 per cent to £46.6m 
(£56.6m). Earnings per share 
slipped from 3L4p to 29p; the 
final dividend is &£p for total 
of 02p (&5p). 

Mr Gerald Hough, managing 
director, said there was a buy- 
ers' market in construction. 
The group suspended develop- 
ment of commercial and resi- 
dential property and saw no 
immediate prospect of restart- 
ing work. 

Best performances came 
from the transmission division 


and Trakway, which supplies 
temporary roads and bridges. . * 

Tbs privatisation of clients 
in the electricity industry^ 
which buy much of the group s : 
transmission equipment . 
services, had not affected; 
demand. “A 10 -year forecast; 
of refurbishment work from, 
the National Grid, shows a 
strong workload." said Mr 
Hnng h- 

The acquisition last year of.' 
an electrical contractor was ’ 
partly behind a fall in net cash ; 
from £9.4m to £3.9lm. Other -, 
factors included payment ;of’ 
tax tor the previous year and - 
purchase of plant. Interest^ 
receivable was only slightly 
lower at £1.05m (£L39m) while ^ 
stocks and work in progress - 
j limped by 54 per cent ; toi 
£A96m. * \ r . 

Growth in sales of TrakwayV 
products outside the UK was., 
held back particularly by reces- '. 
sion in France. 
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Prontaprint cuts back 
its non-UK activities 


^mi- 


persistent losses at 
Prontaprint International has 
prompted its owner, Continu- 
ous Stationery, to close the 
non-UK activities. Contractual 
c ommit ments in the Far East 
and Scandinavia will be met, 
writes Daniel Green. 

Continuous Stationery's 
annnaT meeting yesterday also 
heard that the company had 


received a bid approach, and; 
that first quarter trading had, 
improved over the depressed 
second half of last year. 

The shares responded by rising-; 
4p to 4lp. 

Overseas closure costs cook 
bined with losses so far would * 
mean that the total loss for the * 
year in Prontaprint would be a 
repeat of last year’s £300,000. ; . 
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Need a good Bank in Croatia? 


PRIVREDNA BANKA ZAGREB D.D. 


opening new opportunities in 
financial business 


& jnteniational Division Senior Management P O Rnr 1 
•Iv?* tfedkopaB, 41000 Zagreb, Yugoslavia, Phone: + 38 41 4508223 
Telex: -1120 PBZ YU Fax: -I- 38 41 447234, Cable: PRTVREDBANKAL' 
ZAGREB, SW.LF.T. PBZG YU 22 
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Give vout diems 

THE NORWICH UNION 
ADVANTAGE 


Capitalise on investment opportunities today through ihe 8 — 
Funds of the Norwich Union International Portfolio. This is 

ODOlH*nHpfl invrrctmmr . i , « . 


• i - i nis is an 

open-ended investment company based in Luxembomg, b ; 

which complies with the UCTTS Directive. • • 


The Portfolio Is advised by the highly succ^sfal team at 

Norwich Union - which already manages assets ' *** 

of more than US$36 billion. 


Send for full details today/ 
No rwich Union 

international 

^ort/o/io 


% 


^4? 


- - — ^ ---^1 - VIUWU LTJLC 

5uue LI6, lower Giound Floor, Chancery House ' 

'Cl A 1QX 


^ No: ( .«^^ ^ p «® 7n430 2?M 


TV pnof af the shanstn ihr Funds nwj ga doum nvriTn «•“ 
dwwsln Mr»c(ndhin^ Bwabadfeg^hcwducof rtg .vJS, 


j NORWICH j 

iUNIONd 
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MGN reports 
marginal rise 
since flotation 


By Andrew . ' 

SHARES in iflrror Group 
Newspapers rose 5p to 102p 
yesterday after the company 
reported Its first profit figures 
since flotation inearly May, at 
t25p per share. 

MGN made a pre-tax profit of 
£2s.4m. or £42m on a pro forma 
basis, ±o the six months to 
June. 30' which represents an 
increase of 1.4 per cent on the 
comparable period. Turnover 
was 5.4 per cent higher at 

mi am. 

The company said adver- 
tising revenue increased mar- 
ginally by 0:1 per cent . to 
£76m, in spite of the re- 
cession which, had badly 
affected most other sectors of 
the industry. 

Circulation revenue, which 
was always sensitive to un- 
employment and recession, 
was up. 7.5 per cent to 
£l49.2m. 

Mr Robert Maxwell, chair- 
man of the company in which 
he retains a 51 per emit con- 
trolling interest, said the fig- 
ures demonstrated that the 
aggressive anti-MGN campaign 
conducted by other newspapers 
was rooted in rivalry rather 
than fact 

Mr Maxwell stud that the 
campaign, supported by some 
City analysts, had largely been 
the reason why the MGN share 
price had fallen below its 
launch price. 

He was confident the fall 
was temporary and would be 
rectified when unbiased 
observers realised MGN’s 
strengths. 


MGN said revenue from its 
two daily titles, the Daily Mir- 
ror and its Scottish sister 
paper The Daily Record, bene- 
fited from cover price increases 
made in the last quarter of 
1990. 

During the second half of 
this year, cover prices would 
be increased again. 

Although the combined mar- 
ket share of the two dailies 
declined 0.3 per cent to 30.8 
per cent, MGN said the two 
titles consolidated their com- 
bined leadership of the UK pop- 
ular paper market with an 
average daily sale of 3.719m 
copies, 26,000 copies ahead of 
the Sun. 

Operating costs continued to 
be tightly controlled, as evi- 
denced by a further increase in 
operating margins from 20.3 
per cent to 2L3 per cent, and 
further improvements were 
expected. 

Earnings per share were lOp, 
or 6.7p <6.1p) on a pro forma 
basis. An interim dividend of 
0-8p per share, equivalent to 
2.35p for a full six-month 
period, will be mid to share- 
holders on the register on 
October 1. 

Income from associated com- 
panies fell from £7m to £3 An, 
doe to a substantial downturn 
in the results of Donohue, a 
Canadian forest products 
group. 

MGN's other main invest- 
ment is in Quebecor Priming, 
which reported substantially 
increased profits. 

See Lex 




CONTRACTS & TENDERS 



RICE EXPORT CORPORATION 
OF PAKISTAN (PVT) LTD 

FINANCE & TRADE CENTRE, 
4TH FLOOR, BLOCK-A, SHAREA 
FAISAL, KARACHI (PAKISTAN) 
Telex No.23706 RECP PK 
; NO. RECP/EXP/I(31)/9I DATED 1^07-91 
TENDER NOTICE FOR EXPORT OF RICE 

Tauten hr invited on. presented foem for export of 2,000 toum 
Ndtfan Lons Gtsria frri-6 SfaA Brown (Cargo) rice, wih 7% broken* 
of 1990-91 crap, on rail toms and enwrfiti p as . 

Tendon wfl be received in doeffioeaf die Gnpondar qplo IIjOOsxd. 
in THURSDAY, 8TH AUGUST, 1991, and wfflbe opened 
uamedundty thereafter. One npw c nri i tw c of each tende rer n ay be 
present at the time of opening of leader. 

Tender fonta cm be co n»?r»<^ from C bmnwiJ s] CoinielloCT of the 
Pakistan Embasses/Missions. OooditKnrftndenmdtendenfarpaii. 

wilt nnf he am pd emt RHCP reserves the right to accept or 

reject any or all tenders without —p' g nfn g any reason. 

Manager (Exports) 
Phone fkr. 517*82 


NOTICE 

The Mmwtzy (/Transport of the Republic of Bulgaria infirm* that 
the Tender Board in charge of the internati onal Tender Car the 
completion and operation of the Kaktina - Kapitan Aodneva 
section of TEM (TVans - Enropenn Motorway) on the territory of 
'Bulgaria at its meeting held on Jnjy 17, 1991, after consideration of 


■ fr om foreign companies, has decided: The terms and conditions 
initially «*■<*» public in the invitation to Tender are amended aa 
foUavrs: 

X. The Tender documents shall be on sale until August 23, 199L 

2 . The Tenders shall be accepted until 12JW o'clock on October 26, 

1991. 

ATI other tenets and condition for participation in the Tender 
remain the same. (See p-ll, FT dated 0L07S1) 

Address for contacts, purchase of Tender Documents and 
'ibnriarenn of Tenders: 

Ministry of Transport 

Secretary of Tender Board, Room 1102 

9, Levdd Street, Sofia, 1000, Bulgaria 

Telephone: +359-2-872862 Fax: +359-2-885094 

Telex: 23200MT A 23208MT 


CLUBS 


EVE has wW w d olhara dtw to poScy oi hlr 
play and wka tor roomy. Suppor bom 
10-130 am. OiamaiBua how— m. wstttno 
. cabarat IBB Rapaol St WtOTt-TM Q9ST 


PERSONAL 


AUTHORS Your book puMlahad. Patolla: 
Fwallhnr Proas of London. 13 KnlpSto- 
brMps Groan, London. SVfTX 70L. 




BUSINESS 
FOR SALE 


Tuesdays, Saturdays and 
now FRIDAYS 

For further information please contact 
Gavin Bishop on 071-873 4780 
or 

Melanie Miles on 071-873 3308 


,:S. 
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Smooth operator makes connection with BT 


Richard Lapper profiles a leading figure in life insurance who is moving into telecommunications 


I T MAY seem strange that 
British Telecommunica- 
tions has recruited Us new 
group managing director from 
the ranks of the sleepy life 
Insurance Industry. But then 
Mr Michael Hepher, the 47 
year-old boss of Lloyds Abbey 
life, is no ordinary life insurer. 

Daring the 1980s he has pre- 
sided over one of the country’s 
fastest growing unit-linked life 

huauuncp companies ^TiH thop 
been the architect of its merger 
with Lloyds Bank, a deal 
which has produced one of the 
most successful examples of 
the way in which sales links 
between banks and insurers 
can boost file profitability of 
both parties 

“He is the visionary within 
the group," says Mr Alan Rich- 
ards of James Capel, "and one 
at the few charismatic people 
in life insurance." 

Fellow analyst Mr Alan Cur- 
tis of Barclays de Zoete Wedd 
adds: “He was certainly one 
step ahead when be made the 
move with Lloyds . . . Lloyds 
Abbey is now the envy of file 
industry." 

Although Mr Hepher has 
been tipped as a possible suc- 
cessor to Mr Brian Pitman as 
chief executive of Lloyds Bank, 
yesterday's announcement 
mme aa something of a sur- 
prise. 

Mr He pher himself said that 
British Telecom’s approach in 
April had been a "holt out of 


the blue" but that eventually 
be had decided "almost to 
my own surprise" that he 
"wanted a crack" at running 
Britain's hugest company for 
the next decade. "This is an 
unprecedented opportunity to 
do something quite different." 

At BT Mr Hepher says his 
role will be to "run the busi- 
ness worldwide," while the 
emphasis for Mr Ian Vafiance, 
t he f-fraiTnwn and «hw»f execu- 
tive, will be on strategy and 
external issues. 

Mr Hepher expects one of his 
mam priorities to be ensuring 
continuing improvement in 
service for BTs individual and 
business customers. "BT has 
made more progress on service 
Hum we often give them credit 
for, bat there is always more to 
da" 

A trained actuary, Mr 
Hepher has spent all his work- 
ing Hfe in the life assurance 
industry, working with Provi- 
dent Life Association before 
moving to Canada In 1966. At 
the age of 31 he became presi- 
dent and chief executive of 

Mflrltfnift rife of Nova SroHa, 
before being Invited in 1979 to 
move back to Britain to man- 
age Abbey Life by its then 
owners, ITT. 

Abbey Life was a company 
in decline, with a poor record 
tor customer service. Strong 
growth during the 1980s in the 
market for unit-Hnin»d life poli- 
cies - which Abbey had pio- 


neered In the 1960s - together 
with tough management of 
expenses helped start the 
recovery. 

Mr Hepher introduced 
adv anced fafawnaHnn s y s te ms 
at Abbey Life in advance erf 
much of the rest of the 
industry and superintended 
the group’s flotation in 

198& 

But his far-sighted distribu- 
tion strategy was the single 
most impo rtant ingredient of 
success. Mr Hepher pressed 
with to build up 
the company's sales force 
at a time when many in 
the life insurance industry sold 
their products via independent 
intermediaries. By the of 
the decade Abbey life's sales 
force had grown from L500 to 
3,000. 

In the aftermath of the 
Financial Services Act in 1986, 
which p rompted a big shrink- 
age in the number of interme- 
diaries, other companies have 
followed the lead. But as one 
colleague puts it "Michael’s 
inspiration was to realise the 
Im portance of HieiUmHnn so 
early. In 1979 no one in the life 
industry would have said that 
distribution mattered so 
much." 

Mr Hepher has p roved to be 
similarly ahead of the industry 
in his enthusiasm to exploit 
the possibilities of selling life 
lTHmranaw and pensions to a 
bank’s customer base. 


He was an mthanfawHc advo- 
cate erf the merger of Abbey 
Life and Lloyds bank, which 
was finally achieved in 1988. 

Salesman selling insurance 
to bank customers axe able to 
get leads for potential sales 
more cheaply and have a 
higher "Met rate,” says Mr Cur- 
tis of Barclays de Zoete Wedd. 
“That H g iw f profit mar- 
gins." 

Mr Hepher says that an 
insurance salesman selling pol- 
icies to printing bank custom- 
ers - “warm leads” provided 
by a — can iin on 
times as many policies as a 
wteaiffn tolling insurance via 
“cold calls." 

Sales of life and pensions 
premiums by Black Horse 
Financial Services, the subsid- 
iary which focuses on Lloyds 
Bank customers, grew by 18 

pgT I" Hh» fire * dr mfwithc 

of this year. 

At a time when fife insur- 
ance have hftgn flat thin 
seems to prove the point. 
Meanwhile the marke t, which 
was at one stage critical cf the 
price at which the 57 per cent 
stake in Abbey Life was sold, 
appears to have been won 
round. 

According to Mr Richards 
"the market’s doubts over the 
merger dissipated last year." 

The share price, which was 
down to 290p last September, 
dosed yesterday at 410p. 



Michael Hepher: sees role as running business worldwide 
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Whatever possessed me to think that I could, on my 
own, convince my dealing room colleagues that The 
Trading Service (TTS) was the FX dealing system for them 
I don't know. Apart from the feet that I was known to be 
one of tbe most outspoken critics of the system when it 
first came out, my fellow dealers and I had developed a 
real cynicism towards TTS as a result of our initial 
disappointments. By now, their emotional defences against 
any rational argument were seemingly impenetrable. 

Still, my own interests meant that I had to convert 
them, too, so I persevered. 1 gave them the fall sell. It was 
anything but plain sailing. 

^ it isn’t broker^ don’t fix itf 

They argued “why change?" They simply didn't see the 
point of risking new technology when what they had 
worked OK ‘Follow that argument,’ I said, ‘and we’d still be 
driving around in horses and carts'. Anyway, compared to 
TTS other systems ore 'broken’; TTS is entirely error-free 
with 100 % accurate exchange of information between 
counterparties and from dealer to tbe position keeping and 
back office systems, awesomely fast connection and 
transaction time, proven coat savings and a clarity and ease 
of use that is fast becoming a new standard for the 
industry. And as far as risking new technology is 
concerned, TTS may sport leading-edge technology run over 
the only privately-owned X25 network in the world - but 
there’s simply no risk; its proven its reliability way beyond 
a nythin g else that’s currently in use. 


ltfc another pile of kit 

The old chestnut - integration. Of course, they were 
referring to the days when ITS was seen as an additional 
system, one you had to put on your desk alongside 
everything else. I explained that now that TTS offered a 
keyboard talking facility as well as fixed format trading it 
is truly a replacement system. And if that hadn't convinced 
them, I could have told them that there are now ways of 
building TTS into existing position configurations - running 
the talk* facility through their own keyboards and even 
putting the monitor display onto an existing screen through 
our switching system — but I kept that and their plans for 
the new keyboard-only version to myself; I wanted a dean 
sweep with TTS so that we could prove how much more cost 
effective the system is to those that pay the bills. 

Ws always sounded good, bat who.?* 

This was getting nearer to their real concerns - who is 
actually using it? What currency pairs are available? I told 
tharn that TTS is now dearly established around the worid 
with a large and fest growing number of users. I took then- 
point that simply listing names of banks that had 
equipment installed in their rooms didn’t evidence actual 
usage but reassured them that another bank had 
confirmed to me they’re doing 10% of their business on 
TTS, so I know it will deliver tbe prices we need. 

•Stick to what you know besf 

I wish I had let the Telerate man do the ‘conversion' job 
on my colleagues instead of me. Fm not a TTS sales person 


and judging by my original resistance to all things TTS, 
Tm glad I'm not 

But I did manage to get my colleagues to listen. Not 
only bas that meant me having TTS, they have it, too. Ilfs 
a funny thing, but now that we're “pro’ TTS, we’re really 
pro it; and I am particularly grateful that my faith in what 
Telerate told me has been borne out. Since we’ve been 
running the test against the bank's old system we’ve 
proved it delivers. Day in, day out, on cost saving, speed, 
liquidity, accuracy, ease of use, everything. TTS really is 
being used on a scale that I never appreciated before. 
Which gives me another thought. Telerate’s service has 
been superb ever since I went bade to have another look at 
TTS. They've bent over backwards to help and made the 
test we’re running just too (heap an exercise to turn down. 
They're right there when it comes to back-up, too; nothing, 
it seems, is too much trouble. Colleagues in other h»»>lra 
tell me that these dayB Telerate can put a TTS unit into a 
bank for a day - for the dealers to see for themse lves how 
TTS has changed. So why did they leave it to me to do fixe 
selling? Perhaps there's nothing as compelling as a 
convert. 

When it comes to selling TTS, FU leave it to the 
professionals in future. But am I glad we tried it! 
Experience has taught me that 1 don’t just want to 
continue to use TTS - 1 need it! 



Dow JoneG Global Information 


IN EUROPE, TTS ENQUIRIES SHOULD BE MADE TO : 

BELGIUM Body Ostlendar 82 2 772 1000 • DENMARK Clans Bhgaaxd 45 33 323 286 • FINLAND Math Laaxnanen 35806944883 • FRANCE Colas Truong 33142890509 
GERMANY SteSan Suppers 49 69 153 020 • IRELAND David Tate 353 1 764 600 • LUXEMBOURG Hans Hendriks 352 461 256 • NETHERLANDS JandeRoeck 3120280912 
NORWAY David Chartier 472 421 943 - SWEDEN Frad Noras 4686769200 • SWITZERLAND Monica Baettig 41 1 271 14H » UK Dense Grist 44 71 583 0044 
Tfce Trading Service from Telerate is five throughout the world : For information • ASIA Jon Robson 852 B68 2687 • EUROPE/GULF Peter Harrison 44 71 5830044 • AMERICAS Leo Gbswokb 1 201 309 4888 
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Iraq’s return of Kuwaiti 
gold ‘will add liquidity’ 


By Kenneth Goodins, Mining Correspondent 


THE COST of borrowing gold 
is likely to fall following Iraq’s 
decision to return 3.216 gold 
bars looted from Kuwait's cen- 
tral ha™!? during the Gulf war, 
analysts said last night. 

If the bars are of standard 
size and 400 troy ounces each, 
the gold to be returned “within 
two weeks" adds up to L286m 
ounces or 40 tonnes. 

Analysts said it was unlikely 
that this would all he kept in 
Kuwait City vaults and a good 
proportion would find its way 
to the world's main bullion 
centres. This would enab le it to 


be lent, swapped or used for 
future loans by Kuwait, thus 
adding to the liquidity of the 
gold market and making bor- 
rowing bullion cheaper. 

Analysts suggested extra 
liquidity had the effect of bold- 
ing back any potential "spike" 
in the price because anyone 
urgently needing gold could 
borrow some cheaply. 

Gold closed in London 81.80 
down at $366.05 last night 
Traders said it was reacting to 
a fall in silver and platinum 
prices rather than Iraq’s deci- 
sion. 


Platinum lead the way down 
amid market talk that one 
large operator might have sold 
as much as a tonne in Far 
Eastern markets overnight In 
London platinum closed 87.2s 
an ounce down at $370.25. 

Silver lost 19 cents an ounce 
to dose at $4,115 after figures 
for US durable goods orders for 
May were revised downwards. 
tbng suggesting that States 
might not, after all, be recover- 
ing from recession. Silver’s 
recent rise has been on the 
back of optimism about a US 
economic recovery. 


Vanadium row reverberates 


By Kenneth Gootfng 



Shortfalls threaten Caribbean sugar 

Talks on protecting quotas have begun with the US and the EC, writes Canute James 



m 


A REMARKABLE row between 
Highveld Steel & Vanadium, 
the South African group that 
dominates the vanadium 
industry, and a small Austra- 
lian company that expects to 
start up that country’s first 
vanadium mine in 1993. is rev- 
erberating across the Indian 
Ocean. 

Vanadium is classified as a 
strategic metal and is used 
mainly to add strength to 
structural steeL The industry 
is plagued by excess capacity 
and Mr Lesley Boyd, chairman 
of Highveld, which dominates 
the market, says the proposed 
Windimnrra project in Western 
Australia is likely to go the 
same way as the Windowie 
mine in the same State, which 
opened ten years ago but 
closed within two years. 

Mr Roderick Smith, chair- 
man of Precious Metals Austra- 
lia, which owns the Windi- 
murra project, says this is a 
misleading suggestion and 
takes Mr Boyd to task on sev- 
eral other issues. 

He points out that the failed 
Windowie project was exploit- 
ing a complex bauxite ore con- 
taining vanadium for which it 


was necessary to develop a 
totally new extraction process. 
The project failed because that 
process did not work. 

Windimurra’s ore, on the 
Other hanrij is a ma g ne t ite type 
and the same as exploited in 
Sonth Africa by Highveld. 
“The fundamental difference is 
that PMA has a soft, weathered 
ore whereas Highveld is min- 
ing a very hard, fresh mate- 
rial." says Mr Smith. 

But Highveld’s Mr Boyd dis- 
putes PMA’s assertion this 
hard material makes High- 
veld’s crushing and grinding 
costs higher than those faced 
by the Australian company. 
These costs are “absolutely 
minimal”, he says. 

Mr Smith insists, however, 
that PMA’s detailed analysis of 
the South African industry's 
costs show that crushing and 
grinding the ore accounts for 
23 per cent of total costs. 
Another 47 per cent of the 
costs relate to the ore roasting 
process. “PMA is highly com- 
petitive — its mining , cr ushing 
and grinding costs will be 
lower because of the nature of 
the Windimurra ore, it has the 
advantage of its own coal sim- 


ply to fuel a roaster and it has 
access to low cost, by-product 
rvriHanf from the Kwinana refi- 
nery for oamg in the salt-roast 
process." he adds. 

Backing his assertion that 
the PMA project is probably 
doomed, Mr Boyd highlights 
the fact that two erf the three 
most recently opened vana- 
dium projects nave since 
dosed and the third is in sen- 
financial difficulty. Mr 


ous 


Smith is not impressed. He 
says: “ft endorses my com- 
pany's a rg u ment that much of 
the industry’s wtoting capacity 
is high cost and has to close. 
PMA merely seeks to utilise its 
low cost structur e to take 
advantage of the opportunity 
presented as high cost produc- 
ers fall by the wayside." 

Mr Boyd argues that it is 
much less risky to produce 
vanadium as a by-product than 
from mining primary ore. Mr 
Smith points out, in response, 
ttiat Highveld is not a by-prod- 
uct producer. It produces a slag 
ran tabling 20 per cent vana- 
dium “which men has to be 
shipped to Europe for treat- 
ment by the same salt-roast 
process that PMA will use”. 


Drought cuts Brazil’s tobacco output 


By Victoria Griffith in Sao Paulo 


THE DROUGHT that hit 
Brazil’s southern states this 
year is causing a severe 
tobacco shortage, with produc- 
tion down 10 per cent on the 
1990 level.- • - 

Total production this year 
will be just 330,000 tonnes com- 
pared with 365,000 tonnes In 
1990, according to the tobacco 
growers' unton in Rio Grande 
do Sul and the' Brazilian dga : 
rette group Souza Cruz. The 
shortage has put a dent in Bra- 
zil's tobacco exports; some 

160.000 tonnes will be exported 
this year, compared with 

180.000 tonnes in 1990. 

Souza Cruz said, it had tried 
to purchase tobacco abroad, 
but was not able to find any 


available stocks. “We couldn’t 
find any suppliers," said Mr 
Juarez Kothe, head of the com- 
pany’s agriculture division. 

Mr Znrtip said Brazil’s inter- 
nal shortage had. been exacer- 
bated by the price freezes of 
the Inflation-fighting Collor 
Plan. Cheaper cigarettes had 
increased internal demand. 
“Demand has increased at a 
time when supply has dimin- 
ished," he said. 

**rhe crap here was damaged 
first by excess ive rains, then 
by the drought,” said Mr Helto 
Fensterseifer, president of the 
tobacco union. 

Tight agricultural credit in 
Brazil also affected supply, 
according to Mr Kothe. “A lack 


of financial resources hit the 
tobacco fanners hard," he said, 
“since many of ftem are small 
producers." 

With fire shortage pushing 
up internal prices, however, 
the market is predicting a 
larger crop next year. "We are 
planting the crop now." said 
Mr Fensterseifer, “and shraiid 
be able to produce 400,000 
tonnes next year.” According 
to Mr Kothe, the government's 
new credit package for small 
fanners should also help to 
ease file shortage. 

“I think by next year, we 
should be able to balance 
demand and supply, both inter- 
nally and In the international 
markets,” be 


F ollowing repeated 
failures to produce 
enough to meet supply 
fllVvatiftTis in preferential mar- 
kets, Caribbean sugar export- 
ers have asked the European 
Community and the US not to 
cut their quotas. 

Caribbean governments have 
started folks with their two 
biggest customers In an effort 
to protect their quotas despite 
the shortfalls that have 
occurred in recent years. 

The Caribbean Development 
Bank, in its latest report an the 
performance of the region’s 
commodity exports, says sugar 
exporters are faced with 
reduced access to the preferen- 
tial markets because of produc- 
tion s hortfalls 

“We view this decline in pro- 
duction as being temporary, 
given the measures which have 

bran H ffrigrtakAW by a n umb er 

of gu g*** exporting countries," 
argued Mr Seymour Mailings, 
Jamaica’s agriculture minister 

and outgoing chairman of file 
rammHt e e of agriculture min- 
isters of the Caribbean Com- 
munity. 

“Consequently, we are ask- 
ing the United States and the 
European Community not to 
initiate any action towards the 
reduction of quotas from Carib- 
bean sugar exporting conn- 
tries,” he said. 

Mr MnTUnpg said that negoti- 


A RUSH by Japanese traders to buy South 
American sugar has curbed strong demand 
in the Far East sugar market sparked by a 
shortage of supplies from traditional 
sources, trading house officials said, reports 
Reuters from Tokyo. 

“Japanese traders, who have been eagerly 
seeching for alternative sugar sources, are 
now imparting from Sonth American sources 
such as Brazil, Guatemala, Colombia for the 
first time in nearly 10 years, as well as from 


Cuba,” said Mr BBroyukl Mfoagawa, manag- 
ing director of the Toshokn trading 
house. “These new supplies have coole d down 
the panto baying and soaring premiums to 
the Far East,” he addded. Supplies of Far 
East raw sugar have grown tidn, because (« 
reduced supplies from Thailand, resulting 
mainly from heavy shortcovering demand by 
French trading house Sucres et Denrees, 
traders —m. Thailand has also been moving 
to produce more white sugar on its own. 


atkms, which he described as 
“meaningful", were underway 
with the EC. The talks, he said, 
were intended “to draw the 
EC’s attention to the critical 
situation facing our sugar 
producing countries the 
region as a whole”. 

In its report, the CDB said 
that raw sugar production by 
the CarfKiwan Community pro- 
ducers in 1990 totalled 64&000 
tonnes, 18 per fm* higher ifom 
in 1969. The producers are Guy- 
ana, Trinidad and Tobago, Bar- 
bados, St Kitts, Jamaica and 

Bp11w» 

“Despite this overall 
improvement, Barbados, Guy- 
ana flnrt St Wlftq failed to meet 
fiieir US quotas by a total of 
44,000 tonnes,” the bank 
reported. “Guyana also 
declared a shortfall with 
respect to its 1989-90 EC 
quota.” 

The hank said Guyana’s pro- 
duction last year fell 21 per 


cent, while St Kitts’ declined 
by 40 per cent, mainly because 
of labour shortages, industrial 
disputes and poor weather. 

“With the passage of the 1990 
Farm wig through the US Con- 
gress and the resultant exten- 
sion of protection of US sugar 
growers for an additional five 
years," the CDB suggested, 
“Caribbean producers could be 
■farad with farther ente in OUST 
US quotas.” 

Guyana’s EC quota is the 
most endangered. In 1989 the 

gnro m Tnunt rioHrewri a 35 / WQ 

tonnes shortfall on its EC 
quota of 167,000 tonnes. Its plea 
of force majeure was accepted, 
as it was the previous year 
when another shortfall, of 
13/100 tonnes, was declared. 

There are signs that 
this year’s shortfall to the EC 
will be ran_oifl«»rahi«» higher, 
and that the 16,4m tonnes 
quota to the US is 
Forecasts have put Guyana’s 


production this year at about 
120,000 tonnes, 10,000 tonnes 
less * han Iasi year’s actual out- 
put. 

The industry in Barbados is 
a tan in trouble this year. Pro- 
duction in the season that 
wwteH last month was 65,774 
hwnw, 4J)00 tonnes below last 
year’s and the lowest in 60 
years. . . 

The CDB also Indicated that 
there are fundamental changes 
in the industry in the region 
that are having a more pro- 
found effect on production. It 
said output last year was 
below the levels of the 1970s. 

"Reduction to the area under 
sugar-cane cultivation in many 
of the countries, especially 
Barbados, Belize and Trinidad 
and Tobago, were in line with 
their economic diversification 
strategies,” file bank's report 
said. 

“In addition, persistent 
labour disputes and labour 


shortages, compounded to-Ap 
dynamism of tourism .ana, 
more recently, the constnrc- 
tfon sector, have contribute* to f 
decreased performance. - 
While struggling to retain 
their markets for sugar. Carib- 
bean countries conti nue to , be 
worried about the flrtiqfr of 
their banana trade, particu- 
larly with the EC. Mr Muffipgs 
said the discussions that .are . 
being held with the community 
cover the banana industry f 
"which is also facing a nqflg er- 
tain future as Europe ge ars to 
become a single market from 
1992”. j. : 

The hank said the region’s 
exports last year reached 
365.000 tonnes, 13 per cent 
highpr than 1989. “This factor, 
together with favourable move- 
ment in the exchange rate of 
sterling, contributed to. an 
overall increase in export earn- 
ings.” ■ > 

It warned, however, that 
regional producers would have 
to deal with two concerns in 
trying to retain preferential 
access to the UK market - an 
improvement in quality and an 
increase in productiv ity fi nd 
efficiency. “Improvements in 
productivity and efficiency are 
critical for the Caribbean 1 to 
compete effectively In the uni- 
fied European market or on thejfc 
wider world market," the bank 
said. 
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Ireland woos Europe’s discerning beef eaters 

Kieran Cooke reports on the launch of a premium quality labelling scheme 
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HATS IN a name? In 
the case of Irish beef, 
an extra 25 pence in 
the pound. That is the pre- 
mium the Irish Meat Board 
hopes European consumers 
will be prepared to pay for cuts 
bearing the “Quality Irish 
Meat” labeL 

The board has launched a 
quality assurance scheme for 
the country's beef products, 
which it is hoped will make 
Irish meat the top choice for 
European consumers. The 
label, complete with shamrock 
logo, will identify what the 
board says will be cuts of supe- 
rior meat on supermarket 
shelves. What the Yves St Lau- 
rent label is to clothes and the 
Ferrari badge is to sports cars, 
so, the theory goes, the Irish 
shamrock will be to beef prod- 
ucts. 

Mr Patrick Moore, chief exec- 
utive of the board, says that 
Ireland's agricultural sector 
must become more market ori- 
entated. "In Ireland we have 
twice as many cattle as people. 
Eighty per cent of our agricul- 
ture is geared to the produc- 
tion of milk and beef - both of 
which face declining world 
demand,” says Mr Moore. 
“We’ve got to be aggressive 
and Innovative about selling 
our products. If not, then the 
future is very bleak." 


The “Quality Irish” scheme 
lays down strict standards and 
procedures for beef production, 

processing and marketing 'nie 

beef processed must come from 
selected prime steers and heif- 
ers and be treated separately to 
other products. Fanners produ- 
cing for the scheme must sup- 
ply extensive details an animal 
welfare, feeding and veterinary 
care. Special attention will be 



given to storage and transport 
of the product 

“Irish beef already has a 
high' reputation in .Europe” 
says Mr Moore. “Nearly all our 
cattle are “free range" and not 
farm factory produced. This 
scheme seeks to exploit 
Ireland's clean and green 
image." 

The board says this new 
“quality" beef will sell on 
European supermarket shelves 
for a 25 per cent premium. 
“Our market surveys have 
shown that consumers are will- 
ing to pay more for guaranteed 
quality,” says Mr Moore. 
“European consumers might 


be eating less meat but they 
are now demanding higher 
standards." 

The new scheme is being 
launched against the back- 
ground of a rrfoia in tile Triah 
beef sector. In the 1970s the 
European Community was a 
ready market for Ireland’s beef 
products. But over the last 10 
years EC consumption has 

faTlen by 6 per rant. Meanw hile 

EC beef production has 
increased, mainly because of 
the cheap impart of calves 
from Eastern Europe and the 
slaughter of dairy cows 
because of restrictions imposed 
by EC milk quotas. 

Ireland is heavily dependent 
on overseas sales of beef, 
worth nearly I£lbn annually 
and accounting for about 7 per 
cent of total exports. Irish pro- 
ducers, notably the Goodman 
Group (now at the centre of a 
public judicial enquiry into 
allegations of fraud and mat 
practice in the Irish beef indus- 
try) have had considerable suc- 
cess in marketing beef outside 
the EC, mainly in the Middle 
East. In 1989 Iran, Iraq and 
Egypt accounted for more than 
35 per cent of Irish beef exports 
in value terms. 

Sanctions and the economic 
chaos caused by the Gulf war 
have stopped any hope of 
renewed beef exports to Iraq. 


Though Ireland has a very low 
incidence of cattle disease, the 
Iranians continue to be wor- 
ried about BSE, or “mad cow 
disease", in the EC and are 
importing their beef from other 
sources, including China and 
Hungary. Meanwhile Egypt 
has placed strict economic 
restrictions on further beef 
imports. 

Till now Irish producers. 


merits of EC export subsidies 
for such sales: again these iare 
bring cut by Brussels. 





Some glimmer of hope is 
offered by sales to Libya, 
though these will be mainly of 
five cattle and not the inure 
profitable processed beef prod- 
ucts. But there is gloom 
throughout the industry. 
Already formers report falling 
prices for their beef. With the 
main cattle “kill" of the year 
due to begin in six weeks, 
there are predictions of a price 
collapse over the coining 
months. 
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fa red with no market for their 
beef, have been saved by the 
EC intervention system. Last 
year Ireland exported 365,000 
tonnes of beef, 230,000 of which 
was sold into EC intervention. 
The beef Intervention stockpile 
is now approaching a record 
tm tonnes. More man 25 per 
cent of which originated in 
Ireland. 

Reform of the Common Agri- 
cultural Policy will mean radi- 
cal in terven tion c utbacks. In 
fixture the interven t i o n “safety 
net" will no longer be there. 
Moreover, bash beef exports to 
markets outside the EC have 
been largely dependent on pay- 


“The only thing for Irish pro- 
ducers to do is to exploit . the 
European market,” says . Mr 
Moore. “In the early 1980s Irish 
beef had a 63 per cent share of 
the EC ;beef market. . That’s 
now down to 45 per ;cent. 
Clearly we can solve at. .least 
some of our problems by better 
marketing.” 
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No one is expecting the suc- 
cess of the new “quality" 
scheme to dispel the gloom 
haunting Ireland’s beef indus- 
try. That wifi only crane about 
with a fundamental restructur- 
ing of the whole agricultural 
sector. But at least increased 
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might be salvation for some. 


WORLD COMMODITIES PRICES 


MARKET REPORT 


£/tanne 


Nickel prices continued to retreat 
on the LME, closing at six-week 
Iowa. The fall reflected bearish 
charts and fundamentals. Dealers 
said the recent technical tightness 
for August had eased, as seen 
in the Increase in LME stocks. 
Technically, the market Is looking 
oversold, but falls towards 88,t00 
a tonne for three-month metal are 
possible. However, the market 
is likely to remain cautious ahead 
of tee August 21 labour contract 
expiry at Falconbridge's Sudbury 
plant Copper prices were easier, 
but further falls could be checked 
by caution ahead of tomorrow’s 
strike vote at Chile's Ei Tenfente 
mine, while there is also some 
background concern over political 


unrest in Zaire, dealers said. 
Aluminium prices were also down, 
but three-month metal found 
support at $1,300 a tonne. The 
lower levels attracted fairly 
widespread trade buying and short 
covering interest However, a 
further large increase in LME 
stocks is expected tomorrow. Tin 
closed at five-week highs, the rise 
prompted by talk of problems at 
Billiton's tln/lead smelter in 
Arnhem, Netherlands. A 
spokesman said there were no 
difficulties, but some traders said 
talk continued to circulate about 
possibre problems at (he plant 
which produces around 4,000 to 
6,000 tonnes of tin a year. 

Compiled from Reuters 
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London dally sugar (raw) 

*275y 

+8 
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Dec 19*0 18-51 

Jan 19.45 19.43 
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Further teles ol Australian wool 
Corporation stockpile have been reported 
by the Australian Wboi Realisation 
Commission, set up to Liquidate the 4,8 
rnUTkxi bales accumulated under the 
discredited reserve price scheme. There is 
no clear imUeaflon yet on the method al 
disposal to be chosen. Australian sates are 
resumed next week and stoefode 
uncertainties continue to foster a caution* 
approach by bode users. British grown 
wool re main s a relatively cheap commodity 
In world terms and demand led to a good 
sale hi Bredtord yesterday, wkh prices firm 
and an almost lull dearanoo. 
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LONDON STOCK EXCHANGE 






Modest profit-taking lowers equities 


FINANCIAL TIMES STOCK INDICES 


- 

«« «■“ tM * mp Eurnnean bourses. 

SslSriS 


B^Tany Byland, UK Stack Market Editor 

AN ATTEMPT to extend this 
'-wale's advance in UK equities 
-■quickly proved unsustainable 
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on the other European bourses. 
'^IWtoever. the £ulL of 7.4 points 
-itt^the FT-SE Index was not 
-^u Bfexpected afterthe gain of 46 
'’ ‘ovftr thapast two trading; ses- 
-■‘■kWta, and the- market’s new- 
-found optimism on economic 
recovery appeared undented, 
JSeiplte a bearish report from 
#'-~stfce Association of British 
-^-CHtonbers of Commerce. 

•'--‘Equities opened lower, with 
« Sbme London strategists dis- 
mayed by Wall Street's loss of 
l- ‘isff^Dow- points overnight to 
■- ^wdl below the 3,000 mark. But 
'j^Wftfatn a quarter of an hour, 
, '.Jh&tber strong opening in the 
; r stSck Index market had 
'*-• reversed losses in the underly- 
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Ing stocks, albeit briefly. Opti- 
mism vanished as quickly as it 
had revived and shares were 
soon slipping lower in the 
absence of buying support. 
Another attempted rally ahead 
of Wail Street's opening was 
turned back when the Dow 
started the new session 
sharply lower, a later rally in 
New York, leaving the Dow 
only 2.68 off came too late for 
London. 

At the final reading, the 


FT-SE Index was 7.4 down on 
the day at 2£80.5. giving cre- 
dence to the view that the mar- 
ket has established a new trad- 
ing floor at 2£50 plus. Trading 
volume remained high, 
although the day’s Seaq total 
of 476.8m shares compared 
with 652.6m in Tuesday's very 
active session. 

Statistics from the London 
Stock Exchange showed that 
retail, or customer, business in 
equities jumped to £1.2bn on 
Tuesday, well above recent 
averages and a welcome return 
to the levels regarded as profit- 
able for the London securities 
industry. 

Marketmakers were again 
very short of stock in London 
yesterday, and share prices 
were marked down readily in 
an attempt to frighten out a 
few sellers. Traders noted that 


the leading houses marked 
prices down suddenly in the 
final minutes of the session, 
hoping to pick up stock from 
investors nervous over Wall 
Street’s prospects overnight 

A half-time loss and discom- 
forting statement from Union 
Discount, the discount bouse, 
unsettled the sector and the 
implications of the £2Q0m sup- 
port arranged for National 
Home Loans continued to 
unsettle the broader range of 
mortgage-related institutions. 

But property stocks, with 
fortunes closely linked to the 
outlook for domestic interest 
rates, came to life as recent 
property deals underpinned 
hopes that the worst of the sec- 
tor’s problems may now be 
behind it. 

There was support for ICL 
which discloses its half year 


profit figures today. A sharp 
Call is expected in profits at ICL 
which still plays a role as a 
barometer of equity market 
confidence, but traders will be 
scanning the boardroom state- 
ment for confirmation, or oth- 
erwise. of hopes that the reces- 
sion may be bottoming out. 

There were some signs that 
interest was moving from the 
market leaders towards the 
second and third fine stocks 
yesterday. However, traders 
agreed that the stock market 
was in a cautious mood and 
will be wary of advancing 
much further until the outlook 
for Wall Street becomes more 
certain. Total returns on the 
London market are already 
high by historical standards 
and fund managers may show 
themselves unwilling to chase 
share prices higher at present 
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GILT EDGED ACTIVITY 

Indices’ July 23 July 22 

Gilt Edged 
Bargains 


92.6 84,8 


5 -Day average 87.9 88.4 

*SE Activity 1974. 
tExcludlng Intra-market 
business & Overseas turnover. 
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Burton 
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^S***'* * ’fir the ordinary shares, 10m 
ad wfe. w£re traded, boosted by an 
P^ttsalto. -^overnight 5m tax-related deal, 
saw fc < “ -Burton closed 1% lower at 
•-r- .-gicu: the ta ■‘34 J /.p, while the nil-paid 
j asgs - ' defined 114 to 4%p. 


, TURNOVER in Burton expan- 
■ ded, particularly in the nil-paid 
-M-- ’shares, as a London-based 
: t investment house recom- 
mended that shareholders take 
. up their rights in the recent 
£16lm equity Issue. If Burton 
gqts through the next 12 
gipntiu without significant 
problems with its bankers then 
it could be an interesting 
recovery stock,” an analyst 
said. 

In the nil-paid shares, 18m 
'• ‘ changed hands as a US holding 
: - of 23m was placed with UK 
institutions. US shareholders 
are unable to take up their 
rights for regulatory reasons. 



over 


sector as the market reacted to 
much worse than expected 
interim figures by marking 
down Union shares. They 
dropped 120 to 3Q2p, but the 
size of the fall was out of pro- 
portion to the level of trading 
in the stock. Only 129,000 
shares changed hands, accord- 
ing to the Seaq ticker. 

As recently as the end of 
June. Union warned that it 
was likely to record a loss of 
about £&5m for the half year. 
The actual loss of £7.29m 
reflected, the company said, 
adverse trading conditions for 
the discount house at the end 
of the period. 

Other discount houses suf- 
fered in sympathy. Ger- 
rard & National lost 7 to 267p 
on turnover of 154,000, while 
Cater Allen shares, an 
extremely thin market - turn- 
over was unavailable - were 
marked down sharply and 
closed 29 off at 325p. 
King & Shaxson. again a very 
narrow market where turnover 
was unavailable, slipped 7 to 
Ulp. 

National Home Loans, which 
precipitated a general bout of 
unease throughout the finan- 
cial sector as the Bank of 
England and the eight rearing 
hanks launched a “life- 
boat” to head off a liquidity 
crisis at the mortgage lender, 
settled even lower in the 
water, closing 3 down at 34p; 
turnover expanded rapidly, 
reaching 3.6m shares. 

ICI was firmer on low vol- 
ume ahead of today's interim 
results. Analysts are expecting 
'-profits of between £420m and 
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sale of busi- 

ite'g ; -ness park developments by 
Arlington Securities, property 
subsidiary of British Aero- 
“74 si* tiinzkfe* • TO 1 *. fiaihed 10 to 564p, 

:~:*n V'teafc "-'focused attention on the prop- 
Z-y.ii 2 rate's :'*;er£y sector. The deal came on 
v v *» " ‘' trie heels of a large sale last 

- ->«k by saougfa Estates, up 18 

..." ? - r . it?268p, and after. languishing 

- - ,.:i aam t - sq- ^ jtof Toll owed - £450nL against £733m last year. 

•; 7 -ffle recent leaps by retail and'' with no increase in the divi 
•-* construction stocks. 

’■-'‘■'Rome analysts felt the jump 
was overdone and perhaps pre- 
mature. Mr Carl Gough of 
, ;* s^urities house UBS PhBHps 
. ;-<StJ)rew said: “The market is 

- /r ’short of stock and one or two 
~ - clients got a bit carried away 

.-with the two sales in the sec- 
: ;tcir.“ He argued that the rises 
j: : r. 'zz && - should prompt investors to sell 
,-irjz S-'-SSK® ; '§^t of companies with heavy 
-’-7 -i cites "exposure to London business 
l uop erty , such as Land Securi- 

- ties, up 9 at 5Q9p on a turnover 
of Uta shares, British Land, 11 

- -ahead at 296p on 2JJm, and 
Great Portland, 7 firmer at 

206p. 

Mr David Tuns tall of Smith 
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dend, and the rise of 5 to 1307p 
was more of a readjustment 
than a sign of optimism. How- 
ever, there are hopes that the 
company will make some 
announcement about reorgani- 
sation. 

Guinness retreated 9 to 991p 
as Panmure Gordon recom- 
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mended investors to switch 
into Grand Metropolitan, down 
a penny at 793p. Panmure 
believes that GrandMet, with 
its greater exposure in the US, 
will benefit from an early 
recovery from the recession, 
while Guinness may be 
adversely affected by slower 
whisky rales. 

Food retailers were weak fol- 
lowing James Capel’s recent 
downgrading of Tfcsco. 

Calor Group came under 
sustained downward pressure 
as a number of income funds 
-swtefied out -of the stock and 
into 'British Gas to obtain -the 
latter’s interim dividend, a 
payment of 8.75p net Gas goes 
ex the payment on Monday. 

The Calor share price foil 8 
to 214p, with turnover of 
365,000 given a substantial 
boost by the switching deals. 
British Gas eased 2% to 272‘Ap 
on 5m shares traded as the 


NEW HIGHS AND LOWS FOR 1991 



_New Court also said the rises 
were “a bit too much too 
" $0on", but reasoned that MEPC 
had fallen so far against the 
mhrket that its rise of 20 to 
qjop on a turnover of Llm was 
ajgeouine lift and the shares 
would continue to track the 
"market 

''Discounts upset 

‘ - Union Discount became the 
latest casualty in the financial 
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stock met minor profit-taking 
after the recent substantial 
outperformance of both the oil 
and gas sector and the wider 
market. 

Lasmo suffered from the 
effects of worse than expected 
interim figures, notably a dis- 
appointing dividend payment 
which, at &3p, compared with 
most forecasts of 2J>p a share. 

The post-results analysts* 
meeting was described as unre- 
markable. Lasmo markedly 
underperformed and settled 12 
lower at 348p on relatively 
heavy turnover of 1.7m. 

The oil majors were held 
down by the prospect of a 
resumption of Iraqi oil sales 
and a dip In crude oil prices of 
around 70 cents a barrel. BP 
eased 2 to 345 !4p and Shell also 
lost 2 to 540p, but turnover in 
both cases was at relatively 
Low levels. 

British Telecom edged up 2 
to 376%p on 6.7m amid general 
market relief that the dispute 
with Oftel had been resolved. 

Courtaulds Textiles picked 
up 3 to 375p, making a gain of 
nearly 20p In two days. 

Some determined Japanese 
and American-sourced buying 
interest was behind heavy 
turnover in some of the 
regional electricity distribution 
companies (Rees) and the 
power generators(Gencos). 

Goldman Sachs, among the 
most influential of the US 
investment banks, recom- 
mended Manweb and Power- 
Gen and highlighted the attrac- 
tive earnings and dividends 
prospects of the “Rees” and 
"Gencos”. National Power, 
“responding to Japanese sup- 
port managed a minor gain at 
151 ’Ap with turnover reaching 
13m, while PowerGen settled 3 
higher at 159p, after 160p, on 
heavy turnover of 12m, sus- 
tained by the Goldman Sachs 
buying. 

Interim figures at the lower 
end of the range of forecasts 
and news that Mr Michael 
Hepher. Abbey Life's chair- 
man, is leaving the group to 
assume the rale of managing 
director of BT, caused a tremor 
in Lloyds Abbey life shares. 
They fell back to 403p on the 
results, later steadying to dose 
a net penny off at 410p. 

Specialists said the loss of 
Mr Hepher, “extremely capable 
and a great motivator of the 
Lloyds Abbey sales force", left 
“potentially a gap in the top 
management". 

Switch recommendations hit 
Guardian Royal, 4 down at 
175p, and Royal Insurance, 7 
off at 397p, but some analysts 
said the sector had underper- 
formed substantially in the 
recent past and was due a 
rally. A weak dollar upset Wil- 
lis Corroon, the shares losing 
15 to 312p. 

Plastics and chemicals group 




Ss 


APPOINTMENTS 







Restructure 

c r 

at County 
__NatWest 

- ~wr Following an organisational 

- .res tructu ring, COUNTY 
NAT WEST has appointed Mr 
Robert Norbury and Mr 
Creighton Redman as deputy 
'chairmen. The bank has 
fanned three divisions: 

— investment banking; trading 

- and sales (equity securities); 
and investment management 

-In addition to their broader 
corporate responsibilities, Mr 
TNorbury continues to oversee 
the corporate stockbroking 
business in the equity division, 
and Mr Redman continues to 
I - “ Tim the debt and property 

- - sections of the new investment 

hanking division. 

■W OLYMPIA & YORK has 
^appointed Ms Aviva 
Goshnny-Roth as head of 
■ _ marketing services for Canary 

- - Wharf She was director of 
„ .marketing at Savills. 

W: Mr Rob Clarke has been 
^'appointed to the board of the 
J4ILLER GROUP. He is 
frrianag m g director of the 
'opencast mining division, 

— Miller Mining, Normanton. 


Mr V J. Gndenian, Miss A. 
Stephens, Mr GJL Kay, Mr 
R.GJF. Leather, Mr P. Pinagli, 
Mr P. Sharp and MrD. White, 
become directors. At Bowling 
Marine & Energy: Mr S. 

Bloom, Mr WX. Crickmore, 

Mr JX. Sage and Mr ILA. 
Smith become directors. At 
Bowring Aviation: Mr B. Howe 
becomes a director. 



e* v 




" :-1-' 


_ C.T. BOWRING & CO, a 
'Marsh & McLennan subsidiary. 
■ _Ti?s made the follow ing^ 
^mpamtmente. At Bowrihg 
Financial & Professional 
Insurance Brokers: Mr K.G. 
Fenwick, executive director; 


Mr Philip Maraden (pictured) 
has been appointed to the 
board of PREMIER CONSOLI- 
DATED OILFIELDS as execu- 
tive director In charge of cor- 
porate development. He was 
an executive director at 
County NatWest, a membra' of 
the operating committee, and 
head of mergers and acquisi- 
tions. 

■ Hr James S. Sandman has 
been appointed director of 
finance and administration - 
of the ESA (Royal Society for 
the encouragement of Arts, 
Manufactures and Commerce): 


He was finance director of 
Dexfon. 

■ Caterpillar dealer FINNING, 
Cannock, has appointed Mr 
Nick Lloyd as executive 
director of sales. 

■ WILLIS CORROON 
MANAGEMENT (ISLE OF 
MAN) has appointed Mr David 
Campbell as chairman and 
Mr James C. Boyd as 
managing director. 

■ Mr Antony HadfleM has 
been re-apptrtnte d depu ty 
chairman of N ORTHERN 
IRELAND ELECTRICITY. He 
Is also chief executive. 

■ H. SICHEL & SONS (UK) 
has appointed lb Nicholas 
Jamw; as manag in g rfirwtra 

to succeed Mr Denis Williams 
who will retire in September 
1992. 

a MICROTOUCH SYSTEMS 
has appointed Mr Bob Senior 
as managing director of its 
European operation. He was 
UK sales manager for Poqet 
Computer. 

■ Mr Derek Bandy and Mr 
Andrew Giles have been 
appointed directors, and Hr 
Trevor Ash becomes a 
non-exe cutiv e dir ector of 
ROTHSCHILD ASSET 
MANAGEMENT. 

■ Lord Ennals, a former Social 
Sendees Secretary, has been 
appointed a non-executive 
director of TAKARE. 

■ NEA-TODAVS, Scunthorpe, 
a grocery buying consortium. 


has appointed Mr Chris Dale 
as its first licensed trading 
director. He was trade sector 
manager at Watney Mann. 

Chairman of 
Unigate 

■ UNIGATE has appointed 
Sir Krhm Kellett as Chairman 
from November, when Mr John 
Clement will re t i re. Sir Brian, 
who has been a non-executive 
director of Unigate since 1974, 
is chairman of the Port of 
London Authority, a 
nonexecutive director of 
National Westminster Bank, 
and a former chairman of Tl 
Group. 



GEN PROPERTY MAINTE- 
NANCE has appointed Mr Bob 

McDonnell (pictured) as man- 
aging director. He was 
operations director, and suc- 
ceeds Mr Paul Callaway who 
has been transferred to GEN 

Cbep in France. 


Evode saw Its second sharp 
gain of the week. Its rise of 5 to 
55p on a high turnover of 3.7m, 
In spite of poor results 
announced on Monday, 
prompted one analyst to sug- 
gest that someone was building 
a stake. 

Better than expected half- 
year results lifted Mirror 
Group Newspapers 5 to 102p. 
The company reported an 
increase in interim profits to 
£41. 4m against £38. 4m last 
year. 

USM-Usted publisher Metal 
Bulletin put on 3 to I74p on 
confirmation that Emap. the 
acquisitive magazine propri- 
etor, had raised its stake In 
Metal Bulletin to 1A3 per emit 
after Tuesday's market foray. 
Emap was unchanged at 245 p. 

The announcement on Tues- 
day of Reuters' better than 
expected interim profits contin- 
ued to help the shares, which 
rose 4 to 798p oa a turnover of 
881,000. 

Pharmaceuticals suffered 
from a shift away from defen- 
sive stocks and into cy cli cals, 
as well as from a weaker dol- 
lar. Glaxo was down 5 to 1270p. 
Fisons, also suffering from 
worries that its anti-asthma 
drug Tilade had still not 
received approval in the US, 
lost 6 to 499 Vip. 

MARKET REPORTERS; 

Polar John, Job! Kibazo, Jim 
McCaUum, Steve Thompson 

■ Other market statistics, includ- 
ing the FT-Actuaries Share Indi- 
ces and London Traded Options, 
Page 20.. 


TRADING VOLUME IN MAJOR STOCKS 
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EQUITY FUTURES AND OPTIONS TRADING 


STOCK INDEX futures drifted 
slightly lower yesterday 
as sellers appeared after 
the strong rally of the previ- 
ous session, writes Jim 
McCallum. 

But the FT-SE futures mar- 
ket maintained a strong pre- 
mium to the spot index as 
dealers continued to believe 
that uncompleted buying 
orders are likely to drive 
shares higher. 

The September FT-SE con- 


tract opened lower and apart 
from a small flurry of buying 
around mid-morning It 
remained firmly in negative 
terr ito ry. 

September traded around 
35-40 points over the spot 
index, although this seemed 
too small a discrepancy for 
arbitrageurs, who were look 
for opportunities to sell 
futures and buy shares when 
the gap between the two mar- 
kets opened to more than 40 


points. 

At the dose, September was 
down 6 points on the day and 
at an Tmehangpd 37-point pre- 
mium, which compared with 
fair value of 26. 

In the traded options mar- 
ket, the expiry of July stock 
options contributed to the 
day’s relatively buoyant 85X05 
turnover. There was more 
active dealing in FT-SE Judex 
puts, particularly August 
2«400. 
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ECU Futures Plc 
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Windsor Home 
SB Victoria Snca 

London SWIff ONV 

TO: 071-7992233 
AeOTMWDS 


Notice 

to the Holders of Warrants 
from the 8V£% DM Bonds 
with Warrants of 1991/2001 
Metaligesellschaft Finance B.V , 
Rotterdam 


granting a preemptive right to our shareholders. 
As a consequence of this capital increase 

as from July 25, 1991 (effective date) 

die Subscription Price for one share of DM 50.- 
par^ value of Metaligesellschaft AG to be issued 
upon exercise of the Subscription. Rights 
represented by die ‘Warrants appertaining to 
the 8 %% Deuische Marie Bearer Bonds with 
Warrants of 1991/2001 issued by MetailgeseU- 
schaft Finance B.V, Rotterdam, shall be reduced 
in accordance with Paragraph 7 of the Condi- 
tions of Warrants 

to DM 503.-. 


Frankftut am Main, 
July 1991 


METALLGESELLSCHAfT 

AKTHNGESELLSCHAFT 
The Board of Managing Directors 
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FT MANAGED FUNDS SERVICE 


' Current Unit Trust prices are available on FT Cityline. Calls charged at 45p per minute peak 
and 34p off peak, inc VAT. To obtain your free Unit Trust Code Booklet ring (071) 925-2128. 





































































/ 


32 


CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


D-Mark boosted by rate hopes 


THE DOLLAR finished 2 
pfennigs lower against the 
D-Mark in London after sur- 
prisingly weak Jane durable 
goods data cast doubts on the 
strength of the US economic 
recovery. 

It fell below DML7300 on the 
news, but rallied a little 
towards the close after Mr Mar- 
lin Fitzwater, a White House 
spokesman, said the US eco- 
nomic recovery is still on 
course. “We continue to think 
we are coming out of reces- 
sion" he said when asked 
about the durable goods data, 
adding that "there are blips up 
and down and this is one of the 
down ones.” 

Orders for durable goods Cell 
LG per cent in June, after two 
months of solid gains, as 
demand waned for industrial 
machinery and electronic com- 
ponents. The decline followed 
gains of 2.0 per cent in May 
and 3.6 per cent in April Econ- 
omists expected a rise of about 
1.0 per cent in June. 

At the London close the dol- 
lar had fallen to DML7360 from 
DM1.7560; to SFrI.5110 from 
SFrl.5260; and to FFr53025 
from FFr5.9625. but had 
advanced to Y137.30 from 
Y13635. On Bank of England 
figures the dollar’s index 
declined to 663 from 66.9. 

Interest rate factors favoured 
the D-Mark, particularly 
against the dollar and Japa- 

£ IN NEW YORK 


nese yen, after recent cost of 
living data from several Ger- 
man states have indicated a 
probable sharp rise in the Infla- 
tion rate for the western part 
of the country. The year on- 
year rate for the state of Hesse 
was 5.2 per cent in the month 
to mid-July, and the rates for 
Baden-Wuerttemberg and 
North Rhine-Westphalia. two 
of Germany's most heavily 
populated states, were at their 
highest levels for nearly 10 
years. 

Figures for the old area of 
West Germany are expected in 
the next few days, amid expec- 
tations that the annualised 
inflation rate will be above 4 
per cent, compared with 33 per 
cent in June. 

This has led to speculation 
that the Bundesbank will be 
forced to increase interest 
rates in the near future. The 
next opportunity is likely to 
occur on August 15, when the 
ceotral bank council holds its 


first meeting after the summer 
recess. 

In contrast wholesale inter- 
est rates in Tokyo have 
declined recently, prompting a 
comment from the Bank of 
Japan that there has been no 
posing of monetary policy. In 
London last night the D-Mark 
closed at Y79.10, compared 
with Y76.45 a week ago. 

The D-Mark rose to fourth 
strongest currency in the Euro- 
pean exchange rate mecha- 
nism, with steeling falling from 
third strongest to fourth weak- 
est Dealers said that demand 
for the German currency was 
beginning to have an adverse 
impact on the pound. 

Sterling rose 85 points to 
SL.6930. against the weak dol- 
lar, and climbed to Y2S2.50 
from Y230.75, but fell to 
DM2.9400 from DM2.9575; to 
FFr93925 from FFr10.0450; and 
to SFr23575 from SFr2.570O. 
The pound's index lost 0.1 to 
91.0. 


FINANCIAL FUTURES AND OPTIONS 


UFFE LONG GOT FUTIIIES OPTIONS 
£50200 64tb of 100% 


UFFESSTMMUWWNB 
SMMKHtatf 1M% 


Fimnss optms 


UFFE BUM FUTURES OPTIONS 
01259,000 (mb if 109% 


Strike 

CaHs-atUraiBra 

PDB-Bttlnents 

Strike 

rtal MtUHBBlW 

Ptts-attJflwiB 

Strife 

CaBweeterwos 

Ptas-seuiaDBSs 

Pita 

68 


Dk 

M3 

«KJ& 

Dk 

0-21 

Fits 

90 


Dk 

344 

(S 

Dk 

044 

Price 

82W 

Sra 

L79 

Dk 

2 .13 

Sep 

0.02 

Dk 

020 

89 

244 

3-12 

0-04 

0-34 

91 

2-56 

263 

D-ID 

063 

H250 

02 

L72 

005 

0.29 

90 

1-50 

2-31 

0-1D 

0-33 

92 

2-01 

223 

0-19 

1-23 

8300 

088 

L34 

011 

0.41 

91 

1-02 

1-56 

Mb 

J-14 

93 

1-17 

1-53 

0-35 

1-53 

B350 

051 

L02 

024 

0.59 

92 

fr32 

1-23 

0-56 

145 

94 

044 

1-24 

062 

2-24 

B400 

026 

075 

0.49 

082 

93 

0-13 

0-61 

1-37 

2-19 

95 

0-20 

1-01 

1-38 

341 

8450 

0.U 

053 

084 

110 

* 

M5 

Ml 

229 

263 

96 

IM? 

M7 

2-27 

347 

mm 

005 

037 

128 

144 

95 

(KB 

0-27 

32b 

349 

97 

WH 

0-33 

322 

4-33 

'8550 

aiB 

056 

L75 

L83 


Estimated nUmt teul. Calls 952 has 1454 
Prates day's opai ML Calls 20970 Pots 166SB 


UFFEEUMMK OPIUMS 

nuo biMs n ih* 


strive 
Pike Sw 

8975 (U» 

WO0 9.M 

9025 0.42 

TOO 022 

9075 SLOB 

vm a.ra 

9125 0J8S 

9150 8 


CaKnetUements 
0 k 


089 

067 

047 

030 

017 

0119 

0.04 

002 


Ptsfa-vCttamests 
Dec- 


0.01 

0.03 

a.® 

8.19 

039 

0.42 

026 


083 

0.06 

6.11 

0.19 

QJ1 

0.48 

0.68 

0.91 


EMS EUROPEAN CURRENCY UNIT RATES 



Ear 

cum 

Oates 

Curacy 
Amounts 
Against Bar 
M M 

% Oupse 
flPB 
Cariraf 

Rate 

% Spread 
« Weakest 
Cmcncy 

Olwgens* 

ktUator 


133631 

128192 

-432 

5.61 

M 


153824 

1530 66 

-049 

L76 

29 

Stefflng. . - 

D69M04 

0697174 

004 

122 

6 


42.4032 

422889 

-027 

T 43 

18 


2.05586 

2(6398 

-0.09 

L35 

U 


031643 

231532 

0 767748 

-0.05 

131 

6 

Irish Prat 

0.767417 

004 

L21 

-2 


L89509 

6.98084 

124 

001 

-61 

Dart* Krone 

7 84L95 

7.94062 

126 

0.00 

-58 


July 24 

Latest 

Prates 

Close 

ESpot 

IbdbU. 

3D1BO0K 

12mrta„ 

L6920-L6930 

O.77-075|in 

2J2-2J0pm 

6.28-6.1Bpm 

16790-15797 
o.78-a76pn . 
L95-za2m 
6176.07PO 


Ea (Kite rales set b the Ewopeaa Crauabsta. Curacies are in descending iriathestragU. Percenugedrenges 
are for Eoc a posHJte ckvge dents a «ak cuntncy. Dnergence shows the nth between bn spreads; the 
pei u B lay difference between the actual carter anfl Ea tmtz! tats fur a caracy. and the nariman pemthteri 
percentage deviation pi the anon's mate, rate from its Ecu cabal rate 
AflusUMDi escalated tar Financial Times. 


POUND SPOT - FORWARD AGAINST THE POUND 


ftrad ptoihoH and dbemts apply to the US dollar 

STERLING INDEX 
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Prates 

830 


909 

909 

9.00 


9LD 

90.8 

iaoo 

401 . 

90.9 

910 

1LD0 


9L0 

909 

Hon 


90.9 

909 

LOO 


90.9 

90.9 

200 

pm 

9L0 

9L0 

300 


9L0 

9L0 

4.00 

P» 

91.0 

9L1 


Jnl 24 

ours 

spind 

Case 

OtePtetb 

% 

pa. 

TTrec 

montfis 

% 

PJL 

US 

1.6825 -L696S 

L6925 - 16935 

O76074qm 

532 

212-2-09JW 

4.97 

rmli 

L9375 - 1.9575 

L9525 - L9535 

04O-O35cpm 

2 30 

072-062BOI 

L37 

NeUatseb. 
Betgtei. .. 

33100 - 3.3225 
60 40 - 60.75 

33100-33200 

6050-60.60 

. US 

204 

258 


LSI 

235 


U3375 • 1L3950 

113675 -113775 

2-larepm 

13B 

4V3kpn 

152 

WamJ .. 

LO940-L1065 

L1030 - HOW 

010O.Q5ppm 

082 

O3O-02Opn 

0.91 

Germany 

29375-29525 

29375-29425 

255 

2^41^0 

187 


25130-25325 

25150 -25250 

U9-3MtaSs 

-114 

M 

StataT- 

183.15 - 184.10 

18330-183.60 

20-2Scdts 

-147 

69-8346 


218725 - 219075 

218930 - 219050 

rar-Ulredls 

Vkwtpm 

-077 

l-3dh 

-037 


IL4250 - 1L500S 

114700-114800 

085 

44,-4t* 

0.85 


9.9050 - 10JQ50 

9.9875 - 9 9975 


703 

L65 


10.6225-106800 

106400- 106500 

lU-larepm 

127 

m-iPM 

054 


23050 - 233.00 

23200-233.00 


335 

2>-ton 

335 


2067 - 2074 

20 69-20.72 

■mm 

232 

10{-8pn 

182 


25625 - 25625 

23525-23625 

Wmm 

264 


205 

Ere — 

L42BQ- L4360 

14310-14320 

LM 

O.41-034ym 

105 


CURRENCY MOVEMENTS 


C wum ei tla f rates taken towards tbeendof Union trading. Sir-wnUi forward dollar 3.703.65cpa . 12 Haatb 
&2M il&jen 


Jld 24 

Bark of 
England 
We* 

Moguf* 

SSR. 

Sttfiog 

410 

-203 

U5DoKar. 

663 

-117 

CanadUn Dollar .. 

1053 

+22 

AnsteteSdrtlllng .... 

1066 

+1U 

Belgte Franc 

1103 

-29 


107.7 

Jao 


1165 


1093 

+1B0 

Oitrh CtdMPT . . 

113.0 

+14.9 

Fradi Franc 

1QLB 

-U.9 

Lira 

98.4 

-20.1 

Yen 

137.6 

+702 


DOLLAR SPOT - FORWARD AGAINST THE DOLLAR 


Morgan Guaranty changes: image 
1980-1 W2 =100. Bank of Eagtnd Uia (Bor 
A nemge 1965-100). “Sates in hr M 23 

CURRENCY RATES 


Jed 24 

Barirf 

rate 

% 

ass; 

Rtets 

Ewnpeant 

Cwrency 

Unit 

Staling .... 

_ 

0794568 

0697174 

U5Drifar — 

530 

132971 

117404 

CwadlaiS — 

1 1 1 



Austrian 5cft._ 

7 


I-' ■ 

Be^ba Franc- 

730 


E. 1 

Oaristi Krone _ 

9 

908790 

7.94062 

D-Msrt 

630 

234960 

205398 

Dnteti Wider „ 

775 

2647« 

231332 

Frcndi Franc 

UH» 

7.97560 

698064 

Italian Lfra 


174987 

153066 

JapsHeYen.. 

530 

182902 

16L454 

Hamqr Krone _ 

B 

reiLv,vte 

601459 

Sprafttest*. 

— 

146488 



10.00 

830217 

7 43755 


600 

283778 

178395 

Greek Awcft — 

a 

HIA 

225.401 

Irtsk Prat 

- 

m 

0767748 



Day's 

spread 

Dose 

Ooe booU 

H 

»■*« 

% 

PJL 

UKf 

16825- L6965 

16925 - 16935 

0.76O.74qxn 

532 

212-209pre 

4.97 

IretanUt— . 


13370-15380 

049-044qra 

361 

L50-140pbi 

3.77 

Canada 

L1510 - 1-1555 

13520-13530 

027-0 30ed Is 

-297 


*380 

Netherlrak. 

L9500 -L9750 

19570-19580 

O51-054olb 

-322 


-326 

Brigtnm 

35.65-3685 

35.70-3580 

8JJD-I0 OOcdh 

-302 

Ri'sl'.l 

-388 

Dcamrk 

67050 - 67675 

67150-67200 

1 73-205(ndls 

-339 

S65625lls 

-354 


L730Q -L752S 

1.7355-17365 

0.44O.46pMb 

-3,11 

L41-L43(fls 

-327 

Fntugal 

148.60 - 149 JO 

14890 - 149.00 

130-160cdis 

■1168 

350-400dIs 

-1087 

Spain 

10830-10920 

18835-10845 

63-67cdb 

-720 

1 . J y • 

-6.97 

Italy-. ..._ 

1289.00-130430 

129125 - 1293,75 

5 60-610tbedls 

-5.43 


-5.47 


67650-68250 

67750- 67800 

230-260ortms 

-4.34 

^lMra/> i • . 

-4.28 

France 

58800-59500 

89000 - 5.9050 

L71-1.77MH 

-334 


-350 


62625-63400 

6 2850 -62900 

22M.47orfdb 

-4.48 


-466 

Japan 

13630-137.75 

13725- 13735 




-139 

Aafirfn- 

22000 - 2233001 

722300-122X0 


PXiJ 


-327 

Stataelaod. 

13050-15200 

15105-15115 


-218 

072-077UI5 

-111 

Ea 

13735-11855 

13810-11820 

KCSSmSI 

KU 


3.94 


Commercial rates taken umds the and of London trading, t UK. helm aid ECU are owned M US o i ren c y. 

Forward jneqjtans and towns apply to the US dolbr and not to the MMdral ewreney. 


EURO-CURRENCY INTEREST RATES 


M 24 


US 

Can. Dollar 

Dot* Galldte 

Swtss Fra*. 

D-Mark 


4 Bant rate refers to entra) tank dboowl rates. 

These are nt qaoud tv the UK. Spatn and lietaad. 

T Esrapewi Commtafon CalcWaUarts. 

* Ml HW rates are for Jot 23 

OTHER CURRENCIES 

Jnl24 


Freni Fra*—.-.. 

Italian Lira. 

Belgian Franc 

Ten 1 

DantsbKme...-. 

AslaiSSInB— 


Short 

tern 


7B 5? 

Mice 



One 


Thee 

Bhutto 


Sh 

Homes 


tt r-B 



One 

Year 



8 >i-8% per cm nombaL 


_ _ per cent; three jearcB-7% per cent; far yemSVS 1 ! per cent: Are yews 

twin rates are raff hr US DoUan ant Japnaesn Yen; otlws. two days' notice. 


EXCHANGE CROSS RATES 


Argentina- 

AostraMa 

Brazil 

FUaad 

Greece 

Hoag King.. 

Iran 

Korea®*). 

Kuwait ) 

Lnembovg 

Malaysia 

Motor... 

N .Zealand J 

S audi Hr— . 

USfiKSr. 

SJtfCFefl_ 

Tafwu 

UA.E . — 


06899.0 -16926D 

ma* -21850 

W7UJ60 - 571220 

17.0870 - 7.10051 
619*50 - 326100] 
033400 - 133565 
pH 112.00- H 
11717 TO -1736 m 
pffi - 0494701 
■ 6030 ■ 60.69 I 
gJM5 -4.7170 1 
p0.4O-5U5.ia 
peu- 2.9900 1 
6J000-63765 
2.9540- 2.9630 
4X345-4.8460 
53670 - 5.4535 
45.60 - 45.70 
63680-62450 


JSU0< 


P970.00 - 9960j00 

12870 -L 2880 

(336500 - 336800 

43850 -43880 
1189550 - 193.350 
7.7530 - 7.7540 
70.00* 

72660 • 732.40 
1029170 - 0.29180 
35.70 - 3580 
2.7810 - 2.7830 
P015.00 - 3B1600 
17610 - 1.7630 
3.7500 - 3.7519 
17430 - 17470 
20555-28575 
3JA4S- 32155 
2690-2695 
3.6715 - 3.6735 


jily 24 £ 


DM Yre FFr. SFr. HFL Lira CS B Fr. ECU 


£ 1 
S 0.591 
DM 0.340 
YEN 4301 
FFr. L001 

SFr. 0391 

HFL 0302 

Lira 0.457 

CS 0512 
SFr. 1.652 

ECU 0.699 


L693 

1 

0376 

7382 

1.694 

0.662 

0.511 

0.773 

0.B67 

2.796 

L183 


2.940 

L737 

1 

12-65 

2.942 

L150 

0.687 

1342 

1305 

4.855 

2.055 


2323 

1373 

79.08 

1000. 

232.7 

90.93 

70.14 

106.2 

119.0 

384.0 

1623 


9.992 

5.902 

3399 

42.98 

10. 

3.908 

3.014 

4363 

5.116 

1630 

6.983 


2357 

1310 

0.870 

11.00 

2359 

1 

0.771 

L168 

1309 

4.223 

1.787 


3315 

1.958 

L128 

14.26 

3318 

1396 

1 

1314 

1.697 

5.475 

2317 


2190 

1294 

744.9 

9419 

2192 

856.5 

660.6 
1000 . 
1121 

3617 

1530 


1.953 

1054 

0.664 

8.400 

1.955 

0.764 

0389 

0392 

1 

3.225 

1365 


6035 

35.76 

20.60 

260.4 

60.60 

23.68 

18.27 

27.65 

31.00 

100 . 

4231 


L431 

0345 

0.487 

6.155 

L432 

0360 

0.432 

0.653 

0.733 

2.363 

1 


•Selling rate. 


Yeti per 1,000: French Fr. per 10: Ura per 1,000: Belgian Fr. per 100. 


Estimated rotate total, Calls 2045 ms 3124 
Prertes day's open tnLCrffeHTOftts 19883 

LONDON (LIFFE) 

28-YEAS 9% NUTIDfUL GET “ 

sstuW0grahHH0% 


One HUi Ira 
Sep 91-20 91-24 91-14 

Dk 91-21 91-23 91-16 

Estimated rotame 5443 (28600) 

Prater day's open kn. 0 133590) 

05 zSSSSS BONOS 8% • 

sioBjeojaHni i0t% 

One 

Sep 93-23 

Da 9340 

Estimated rota* 104.(315) 

Prates day's open M. 0 0790 

s%mTmM.Ga»wsarT.Bm~ r 

DM25d.BW lBWto »f 100% 


9& 


9348 


Oat HU lie 
Sep 33.77 83.80 83.62 

Dk 83.93 83.93 8382 

Estimated rotate 12694 (45680) 

Prertno day's open lot. 0 (80107) 

6% ramOKAL UMG TERU 1APAMESE GOVT. 

Ban YlHnr 100tto of 100% 


Ouse HI* 
95.47 95.48 

95.7b 

Etthnated rotaw 762 065) 
Traded ndusMy on AFT 


ss 


Low 

95.43 


9% NOTIONAL HU BOMB 
ECU 200.008 lOOfli nf 100% 


SB® 


Qose 

Sqi 98.30 

ON 98.19 

Estimated volaooe 57 (86) 
Prates day's open Ini. 0(13351 


Low 

98.20 


Pre*. 

98-30 

9819 


THREE HOHT0 STERLING • 
000.000 Prints »f 100% 


□ore Hhk Low Pier. 
Sep 89-28 89 Jl 89.28 89-32 

DK 89.68 89.78 89.65 8969 

Mar 89.B4 89.86 8983 8987 

Jim 89.74 8976 8973 89.77 

Sep 99.55 8936 8953 8956 

DK 89.46 89.47 89.46 89.47 

EsL VttL doc. figs, out shown) 11363 03026} 
Prates apoi M. 0 Q2612Z) 


TUBEE MONTH EUMDBUJUt 
Slao potah if 100% 


Sep 

Ckae 

93.79 

9x3l 

Low 

93.72 

Fra. 

93.75 

Dk 

9327 

9328 

9334 

9336 

Ha 

9321 

9321 

9388 

9331 

im 

9281 

9282 

9269 

9271 


Est. Vat One. figs, not shm) 196 02861 
Prates day's open IbL 0 128718) 


TWEE MONTH BUBMARK * 
DM Ira poinfa ef 180% 



Close 

HMi 

<n£} 

Low - 

Pra. 

Sen 

90.64 

90.61 

90.67 

Dec 

9061 

90.64 

9058 

90.64 

Mar 

9080 

90.84 

90.78 

9082 

Jnn 

90.96 

9098 

9093 

90.98 

Sk 

9109 

9112 

9185 

9132 

Dk 

9U0 

9130 

9125 

9132 


EsUnoled Wtane 7566 032501 
Prertoas day's open lot. 0 □0460® 


TWEE H08TH ECU. 



dose 

Hh* 

Low 



9085 

9088 

9002 

9006 

Dk 

9034 

9039 

9030 

9036 

Mar 

9034 

9040 

9027 

9032 

Jon 

9053 



9056 


Estimated «SfUM 86 (463) 
Prerhus day's open InL 0 (4M4) 


THIEE MONTH EMM SWISS FBMB 
SF1 im oelnh if 110% 



Chat 

HM 

9214 

Low 

Pra. 

Sep 

9234 

9211 

9217 

Dk 

9234 

9234 

9239 

9237 

Hm 

9258 

Wfr? 

9257 

9264 

Jut 

9287 

9286 

9285 

9190 


Estimated rokane 1211 0485) 
notara (tv's open ML 0 05580) 


FT-5E 100BOEX * 

OSPKtriliiEfeEsM 


Ok HM Low 
S ep 2618.0 2628.0 261Z0 

fisc 2659.0 2665.0 26650 

Mar 

Estimated iota* 1312 01127) 

Prates day's open ML 0 (33216) 


Pra. 
2625 0 
26665 


ft-se Euramux 100 nsoi 

BMSt per fatt iades print M 


Close 

Sep 11295 
Dk 

Fdlmilpf 0 (Q 

Praious day's ops InL 0 (2111 


HU Low 
1.0 1128.0 


Pm. 

1138.0 


* Cbetrads tradd pn APT after tradtog hoot 

POUND - DOLLAR 


FT FUESN EXOIUKE BATES 


Spot l-mth. 3-nrth. 6-raUt 12-nh. 

1.6930 16855 1.6720 16563 16307 


DW-STEHJKC fc per £ 


Latest High ten Pm. 
Sep 16618 16860 16780 16694 

DK 1-6650 16680 L6550 L651B 

Mar 16490 L6550 1.6488 16384 


MONEY MARKETS 


German call steady 


FT LONDON INTERBANK FIXING 


(LLOO »JB- Jrif 24) 

3 nonUts USdaltan 

6 nonfas US Dollan 

STS [ 

offer 6>i 

bid 6k j offer 6% 


FRANKFURT CALL money 
wa£ unchanged at 8.85 per cent 
despite the Bundesbank's injec- 
tion of DM&Sbn into the bank- 
ing system at this week's secu- 
rities repurchase agreement 
tender. It will be needed to pay 
for an issue of four-year 8^75 
per cent Treasury notes on Fri- 
day and was not seen as a sign 
that the central hank is relax- 
ing its monetary grip. 

Rising cost of living in 
important states was expected 


UK (tearing bank base lending rate 
11 per cent 
from July 12, 1991 


to herald a German 
year-on-year inflation figure 
above 4 per cent fbr July. 

At the tender the 
Bundesbank accepted bids of 
DM14.4bn for 28-day money, 
mostly at 8.80 per cent, 
compared with an expiring 
facility of DMll^bn. 

In London interest rates had 
a firm tone, but overnight 
money fell below li per cent 
during the morning after the 
Bank of Kngland took out most 
of yesterday’s very large 
money market credit shortage 
with early assistance. 

Three-month sterling 
interbank rose to 11^-11^ from 
lliV-11 per cent, while 12-month 
money climbed to 10%-10% 
from IOfHOM per cent 
On Liffe September short 


sterling futures opened lower 
at 89.30 and closed at the day's 
low of 89.28 against 89.32 
previously. There is technical 
support at 89.25. 

Day-to-day credit was in very 
short supply on the cash 
market The Bank of England 
initially forecast a shortage of 
£l,750m, but revised this to 
£1.700m at noon and to EUfflOm 
in the afternoon. Assistance of 
£l,694m was provided. 

An early round of help was 
offered and at that time the 
authorities bought £l,074m 
bills, including £l35m outright 
by way of £130ra Treasury bills 
in band 1 at 10Yi per cent and 
£5m bank bills in band 1 at 
10% per cent Another £939m 
bills were purchased for resale 
to the market in equal 
amounts on August 8,9 and 12 
at a rate of per cent In 
further operations before lunch 
£550m bank bills were bought 
outright, in band 1 at 10% per 
cent The Bank of England did 
not operate in the bill market 
during the afternoon, but 
provided late assistance of 
£70m. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up. of 
Treasury bills drained £1^576m, . 
with the unwinding of bill 
repurchase agreements 
absorbing £227m, a rise in the 
note circulation £80m and bank 
balances below target £ 60 m. 
These outweighed exchequer 
transactions adding £205m to 
liquidity. 


The IbMg rata are to arfUsneUe bomb nmdot to tic oranst onKtawth. ri it* bid rad offered rata far sum 
OBOteJ to the >»ate to fb* refairw* katex LLOOio. odnwtfm dry . Tire bub are Natural Wtotutarr 
Barit, of Tatra, Deutsdre But. Baagra ftrihrcrf ife Parts ari Mregao GOaramj Trust 


MONEY RATES 


NEW YORK 


Treasury Bills and Bonds 


Lunchtime 


One month — 

TreonwUt 

Prior rate BJ, TteWtenUi.., 

Brater loan rate. 7}. »««« — 

Fnihrts 5!l Orejw 

FWItefentaterteMte... - Twjsr 


569 Tteajear- 


...729 


574 Fnrpsir 7.45 

5.73 FTwjfar — .789 

5.94 Son year 814 

623 10-jsr 827 


6.91 30^» 


-8.45 


Jaty24 

Orendgfct 

Ok 

ModUi 

Tto 

Months 

Ttaee 

Uoato 

Sta 

MmUb 

Lombard 

InerecBUfla 

fl ff 

8808.90 

M 

aa 

w 

8808.95 

Ml 

9^ 

880980 

9U-9KI 

895-930 

W 

9.12-920 

ritft 

9.10925 

9a-9i 

10101, 

980 

925 


LONDON MONEY RATES 


Jul 24 


tnurtumk Offer 

Imcrtuiik Bid — 

Sterling CDs ....... — .. 

Local Authority Depj- ■«. 
Local AirtfaoriU Bond* 
Dlsamt Mkt Dept...,-. 

FTramfloSeDqwilts 

Treasury Bills (Bur) 

Bank Bills (Bn) ...... 

Fh* Trade BimUfcv)-. 

Dollar CQt. 

SDR Linked Dtp. Offa . 
SDR Linked Dtp Bid... 
ECU UokedDep. Offer. 
ECUUMredDap. BW™ 


- . . . , 7 days One Three 

0fernt9 ‘ ,t l notice Month Momm 


13 

Sh 

ion 

10V 


Tramry Bills (sHU; tme-morth lOfl «r «m.‘ thn 
cent; Baric Bills bell): one-mflftii lOU per ent; 
Arrenoe tender rat# Of DTKOUBt 10.4912 P.C ECGP 


1XU 

ia? 

u 

li 


Six 

Modus 


One 

Year 


10X 

lOfl 


7 iS 

9% 


three months 10/, per cent; six months 10 ' 

; time momlE 10JJ per cent,' Treasury Bills; 


lidSme iviv il295 pjc. Local Authority and Fiiwurct Houses seum days’ notice, others smm 
dan’flxed. Finance Uotne Base Rate H «* fwm July.l . 1991: Bank Deposit tatofor sons at 
»n dan notlee 4 percent Certificates of Tax Deposit (Series 6): Deposit £100,000 and oner 
held under one iuooiF7»j per con; owrihret moctla 10 per cart; tira-slKmomM 9h wtl; 
six-pine monlhs 9 per cent; alne-kreelw months 9 per cent; Unde" £100,000 7% per cent from 
July 15 1991 . Deposits sfrthdrawn for ash 5 per can. 


Estlnntrd reten I 

Preriaus day'sooBi ML t*lh 1495 Puts 630 


Estimated wtant UUI. Calls 4449 Puts 6005 
PmiotB day's optn tat Calls 87754 Puts 917B8 


l£^BnBHlU8PTMS 
USSlm prists if 100% 


Strike 
Prta 
9300 
9325 
TOO 
9375 
9 -WO 
9425 
9450 
9475 


UFFE SHUT 5TCXUHG OPIUMS 
S0B^00 yMb of 100% 


034 

fija 

m 

Mi 

0 

0 


Dk 

0.41 

025 

0J4 

0J07 

113 

0.01 

0 

0 


Putsattlemeras 
Sep Dk 
0.14 
023 
037 
055 
0.76 
0.99 
L23 
1.48 


a 

ao2 

D.07 

023 

0.47 

0.71 

096 


Strfte 

Price 

8850 

6875 

8900 

8925 

8950 

8975 

9000 

9025 


CanKeUeonts 

Sep Dec 


OJB 

033 

OJO 

ai3 

8-05 

0.02 

0 

0 


U8 

0.94 

0.71 

05D 

OJB 

020 

tUI 

0.05 


PstHnUeneuts 
DK 

a 

0.01 
0.03 
007 
IUS 

027 
0.43 
062 


■I 

0 

002 
8. ID 
027 
0.49 
a 72 
0.97 


Pm. 

91-21 

91-21 


Pm. 

9Q-14 

9223 


Estimated Min tnoL Crih 30 Pas 0 
Praluus day's VHB wTCath 2533 Pris 2900 

CHICAGO 

BJLTlEASWnr BOROS 0*1)0% 
SlB0^0OSMifUO% 


s 

Mar 

JUB 

dS 

Mar 

Jos 

Sep 


Estimated Mtene tcU), Crib 1541 Puts 3158 
Prerioes day's open bL Calls 40983 Puts 33290 


JAPANESE VER (DBSI 
nzara $ per Y100 


Latest. 

9323 

9$4 

low 

9308 

Pra. 

9389 

S5 

vwn 

9341 

92-17 

92-18 

Da 

92-10 

92-11 

91-30 

91-30 

Mar 

- 


- 

91-11 

im 


Labs ^ Sir Pra 
0.7302 0.7308 0.72S4 0.732 
07290 07292 0.7240 0.7264 

- 0.72BD - 0.7261 

- 0.7280 - 07263 


90-12 

89-30 

89- 18 

90- 27 


u±rxEAsmfmisamt 

Sira pririiri 100% 


Pm. 

83.72 

EQ89 



Latest 

High 

Low 

Pm. 

Sts 

94.44 

94.44 

9439 

94.40 

Dk 

9431 

9431 

94.03 

94.04 

Mar 

9487 

94.00 

94.06 

93.98 

J« 

_ 

93.70 

. 

9361 

Sep 

- 

- 

- 

9324 


DEUTSCHE MMX C9DO 

00025800 1 per M 


HwT 

Law 

Pra. 

Sep 05733 

05745 

05609 

05666 

Dk 05688 

05699 

05646 

05623 

Mar 

05650 

. 

05588 

Job 

' 

' 

05599 

THREE-MOHTH EURODOLLAR 


SUl prints if 100% 






Latest 

High 

VM 


Plff. 

Sep 

93 80 

WT2 

4174 


9328 

9329 

9314 

9116 

Mar 

9322 

9322 

93.08 

93.10 

Jib 

9281 

9282 

9270 

97 72 


9257 

9240 

9228 

9710 

Dk 

9194 

9L97 

7168 

9190 

Mar 

9L97 

9202 

9L93 

9194 

Jib 

9L76 

9182 

9172 

91.73 


SWISS FIAHC (BOB 
SPr 125^000 Spa SFr 


STAKDAWi POORS 508 WDEX 
S5WiM» brier 


Latest Hlgt Lnr Pro. 
Sen 06608 0.6619 0.6558 06537 

Dk 06576 0.6590 0.6S34 0.6511 

Mar ... 0.6496 


Sep 

Ds 


Latest Htak Low 
38150 382M 38L00 
38450 385JJ0 383.95 


Pm. 
381 bO 
384 60 
387.90 


PHKJuaranKf/s 
01^56 Marts pre £U 


Stake 

Pita 

ijjZ 

CPUs 

Sen 

Oa 

Dk 

Ang 

Pus 

Sen 

Oa 

Dk 

1575 

il&8 

1160 

1164 


028 

089 

L74 

L600 

9J0 

9J0 

932 

9.48 

012 

057 

135 

244 

1625 

6.73 

689 

739 

76U 

026 

105 

179 

325 

1653 

453 

5.00 

5.46 

6.02 

070 

L77 

256 

426 

1675 

290 

3.41 

3.96 

4 65 

1.53 

273 

363 

552 

1700 

152 

227 

281 

i,m 

272 

4.06 

5.09 

7.00 

1725 

074 

142 

L94 

270 

4.46 

523 

677 

859 


Prerians day’s opsi tat Calls 268,417 Pu 260,438 (All crereKlB) 
Protous day's wtene Cells 17749 Puts 9^65 UUIoneocki) 

PARIS 


10 YEAR 10% MTinuL FBHCH BONO DUHF7 FTmihES 


Open Sea price (Tange High low Yield OpeoiM 
Septenter 10460 104.68 -0.10 104.72 104.48 925 86.017 

Decesdw UR60 10472 4Jfe 104.70 10452 925 7504 

March 10454 10464 -0.08 10454 10450 926 3.877 

Estimated nrin 77,963 Trial Open Interest 97 JOB 


THBEE-WNTH PDQ0 FUTURES BUTTF) (Preis hderiaoh offered rate) 


Septendier 


90.67 90.60 4.09 90.68 9059 9J1 21,816 

90.75 90.70 407 9075 90.67 923 165» 

March 90.90 9083 406 90.90 9083 901 4248 

Jane 9087 9088 406 90JB 9087 9.06 465 

Estimated total* 17269 Trial Open latreot 43,114 


C4C-40 FVTU8ES HATB1 Stack UR 


-Mr 

*KbA . 

Stpunltt 
Decenter 

Estimated mkme 9,864 Total Open Interest 16573 


17738 

17808 

-20 

1784.0 

1773 0 

8364 

17800 

17936 - • 

-23 

•17965 

17888 

• 5.U4 

ISOLD 

18075 

-28 

■ 18085 

18018 

2791 

- 

18448 

-13' 

- 

- 

504 


ECU BOND OMIXF) 


SeDnmtxr 10470 104.14 -OJB 

BUaotri who* 2225 Total Opa Matt 2.780 


104.16 


103.96 


932 


2,780 


OFTM ON UW6-TEM0 FRENCH BOMB QtATTF) 


Strike 

SeptetabK 

Crib 

December 

March 

September 

Pots 

December 

March 

103 

- 


- 

032 

057 

092 

104 

100 

- 

188 

033 

ass 

130 

115 

0.46 

L06 

- 

079 

133 

• 

106 

016 

0.64 

- 

146 

- 

re 

107 

005 

OJB 

- 

- 

- 

• 

108 

082 

021 

- 

- 

• 

. 

Opa Int 

154,144 

37,U2 

0235 

100.675 

25,(00 

15,600 


Estimated tohinr 25565 Total Opa Mtansl 348,795 


BASE LENDING RATES 


ABN Bask 

Adafl&Gnqatr 

Allied Trast Bank 

AIBBuk 

• HmjAsbite 

B4CUmtatBa4„ 

BadioTBanria 

BnoBIbnVIsaja— 
Bank of' 

Baokof 

Bank of India 

BackofScDdnd 

BanpeBdgeUd 

BadqsBank 

BactaatBank 

Brit BkofMkl East 

• Breen Stptey 

CLBakNederlaid 

Otibao) HA 

OtjMoctareBart._ 

OydesdafeBaak 

Conm.a.ofLndgnPlc 


CD-opetatiR Bank 

CoriistCo 

Cypres Popriar Bk 

Mw Bank PIC.. 

DiKaaLarie 

EpatortalBarirpic 

Beta Bak limited 
Financial & Gen. Bank _ 
FfrstNatJaaal BakPfc. 


U t Atet Flaring & Ql... 
11 Robert FrasEfiPtiH.. 
11 Gfrobar* 


11 •bkaessUaboi 

H • Hambrns Bank 

1L5 Han^UnTrestPlc 

11 MAIe&GalnBifc. 

11 • Hill Sand 

11 C. Horn & Co. 

11 Hoegkng&Slagtal.- 

11 tLnpeU Joseph & Sms.. 

11 L^NsBank 

U Bfgbra] Bank Ltd. 


% 

11 

11 

11 

11 

11 

11 

nig 

12 

14 

11 

a* 

n 

u 

13.5 

11 

11 

11 

11 

11 


McDtneBDotfasBrt. 11 

Mi&sdBuk II 

MonnlBanfcing 11 

NaUtatatater U 

NartfanBukLU 11 

IMIkrtgiwBaik 12 

PmnKialBakPU;-.. 14 

Roxtwdbe Bask Ltd 125 

Rogal ttkof Sattland U 

• SnU&WBlKiSecs... U 

Standard Chartered U 

TSB n 

Unibank pk: 11 


• United BkrfKdwaH 11 

UDf^Trist Baak Ph 11 

tfestm Trust 11 

Westpac Bank tap. 11 

VArtraroLsdtw 11 

YoriMsk 11 

• Marten of British Nerehal 
11 Banklq & Securities Houses 
11 


Notice to the Warran (holders of 

NAKAYAMA STEEL WORKS, LTD. 

Warrants to subscribe fbr Shares of common stock 
of Nakayamn Steel Works, Ltd. issued with 
U.S.S150,000 f 000 
4V& percent. Guaranteed Bonds 1993 

llhe “Warrants") 

Pursuant Co Clmse 4fC) of the Ingtrumenr dated 3rd February, 1339 1 the “totnuaait-T 
and m accordance reixh Conditiom 7 and 11 ot theTtarms and Comfitrona ottbe Warnmr,. 
notice is hereby green that: 

Due to issue by Natrayama Sled Works, Ltd. (the “Company^ oa 23rd July, 1391 of 
U.S.E20,(WO,000 5 per cent, Bomb 1996 with Warrants to subscribe fbr shares of 
common stock of the Company (the “Shares") at the initial Subscriptkui Price of Yea 
1,394 per Share which a less than the current market price per Share on the date io 
Japan flOch July. 1991) on which the Com pan y fixed die said Soba aip t iou Price, the 
Subscription Price of the Warrants in efliecl was adjust ed pursuant to Clause 3 (vu) of the 
Inatrument and Coufiikm 7 of the Terms md CoqdJtwoa of the Warrants from 
¥1,386.70 to ¥ 1.378.30 wluch became effective as from 23ri Jnly, 1991 (Japan time). 

NAKAYAMA STEEL WORKS, LTD. 

By; THE SANWA BANK, LOOTED 
as Principal Paying Agent 
and Warrant Agent 


Dated: 25thJuly. 1991 


NOTICE TO THE HOLDERS OF THE 
ISSUE 8%% 1977-1997 
OF US $ 100,000,000 MADE BY THE 

EUROPEAN COAL AND STEEL 
COMMUNITY 

The Commission of the European Communities announces 
the annual instalment of the Notes amounting to US S 
3^X),000 has been purchased for redemption on October 1st, 


Amount outstanding on and after October 1st. 1991 
52,000,000. 


USS 


Luxembourg, July 25 1991 
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MONEY MARKET FUNDS 


Money Market 
Trust Funds 
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TESSA Dot 
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, . JSAPrifl*. 
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TESSA Saver 1 


1053 7-2 

10.73 0.04 
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10.00 
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fiwnfr 
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Money Market 

Bank Accounts 


Gres 

AIB Bank Hieh Interest Owaue Anwmt 

aasawMiB" °nf; 

aSj&nl-.. - 19.73 7Ji 1 lO-ii 1 i 

AHken Hme Bwk pic 
30QtyRDri,EaY2AY. 071-6386070 

Itefat Si 10.00 7 5» 

Mtk UOg Da 000* _J 10 50 7575 

Allied Trust Book Ltd 

EC4H5AO ,071-6260679 
8 JO 12.01 1 Htb 
8.25 1157 j rath 
7 JO I 992) MU 
9 38 1 13J«1 Yeretr 

Americ an Express Bank Ltd 

Sam Horn*. Bregas HU 
Writ Sosa. HUS9AW 0444 230230 


F500-C999 

O.DOO-M.W— . 
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E5i«M-*W.999. 

1.999 I 


SESSBra^f l 
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M IdTSom? iTTu tra S.00 123b\ ou 
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Bartmore Moracf MrinWWl L« - . 

■ 
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““ 7jil 
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11- JO 

8.40 

11.79 

3.75 

261 

3.B2 

9.75 

751 
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7.46 

1042 

1059 

7.76 
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7.91 

1L08 
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1130 

10.49 
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Uoyds Bank-Inrertr 


t Acntrat 


jw^HTHin 

aoiram-. — WJO J.g WJgl 

is.doof .—.Jaw 6.681 ir 

UMlnd Bonk trie 




High Merest Ctaeoiw Act 
"jUlEL 0753516516 

a90 6.675 920 

1953 7.00 1 9MI 


r 2EH ,071-6016446 

901 U) 9 50 j mm 

161 7 .20 1 10.041 MU 


HatWedt Crown Resent Accmnt 

SiSSaasr; E P” p 


U74 

aobl uii Hn* 

7-83 10.92]3-*tea • 

7 57 1 uizlma , .. 


Barclays Capital Arirantage Actant 
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llSo 7 j 65 10. 60 1 Qtr 

£30.000+-. 1 1030 7581 10.92 1 HIT 
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EZS.OODf 1 920 6.90 1 952 Qtf 

BavcavrariL daw m. rrawer Mtotm 


Pravindal Bade PLC 

ESOlOOP*-, J10 DO 7501 10-58) thr 
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£10 00S-£24,999 19-23 A 94 9 38 3te 
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16-2aWBtres M. ftmterdRMl 3LB. 0708 

' -I 962 

-I 10.7 


Brown Shipley & Co Ltd ' 

^ Ca !^^.iS tae %2| <n 55?f^ 

0WO4 A* 1 9 50 7131 9.761 Qu- 

Caledonian Bank Pic 

BC?=52!Jar^Si®W 


MCfSEGBI 

TESSA VreteM 1 1023 
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Tyndall & Co Ltd 

29-33 PitMli VhsnrlJia. BWarrl 

SR.86 7.41 1025 

09.75 751 10.11 

1000 750 10.38 

09.63 722 09.98 

10.50 - 10.92 


MMA 

HIMA 000.0001.. 

Mrau. 

TESSA... 


0272744720 


Otr -■ 
Otr - 
ov , 

Otr 
Off • 


United Dnmlnlona Trast Ltd 
TO Bcnl35. ArinySt. Itadlag IK13EB 0734560411 
CWMPtaCtere-A-^ FJB| ^ 


Cater Allen Ud 

2SBtfCMLun. LoMh)fEC3V90J .071-^32070 

HICA. _^„l09JS 75125] UUWTf HU 

Owiret £5.000 non.. _ 10.125 75938 104081 MU 
TESSA. U 10.75 -11129581 MU 


J. Henry Sdmder W^& Co Ltd 
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oaowaaPataK.. - J 10.25 


Ota i tw kom e Bank Limited 
1 PaunntreRwr. E0W7DHH 
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5b,ooo* ] ■■ 

000-S495W. 425 I 

3.000-899.999. — 4.75 
000-5199. 999.. 5.00 
S200.000»— — . — 13-23 | 


9.73 

10.00 

1025 

10.30 


071-24 14000 
10.08 

10J5 
10.62 
10.89 
4J1 

■4.83 
3.09 
5.33 


■M 

MU 

MU 

MU 

MU 

MU 

MU 


071-382 6000 

7501 lO-saT mu . 

7.691 10-631 MU 

Western Trast Hlflh Merest Cfaeqna Ace ’• 
ThfMmasa3Xrt.P1jmottthPU.lSE 0752 224141 

l2S,OOOt' 10-50 728 10.92T Otr 

£3.000-£24,999 - 1025 7.69 qtr 

Cl.000-C4.999 10.00 7 50 1 10581 Qte . 


May otlnr ui t reja ret rea ll Ufa-lnr rata pfarie 
afesK at 2168 

Otydesdrifl Bank PLC 

3astVbnriPtet,CiarewS12HL . 0412487070 
d.OOO-U9,999_-_|t73 636 9.04 

S),000-£4k,999__ 920 6.90 932 

£50.000* -19 70 7281 10.06 


WlmhlndM & Sarik West Flinwe PLC 
11 1 Hi ■Jim Tl. I onrtnn ID Tftr .071-6069405 
HW)lntaiHKAa.rjfU2S 0.441 11.731 Otr . 


nSTCS- Bthe CPrincml rate of IMock paraMA. «8 
uidire Kcamt m a* dafercUn of 6t)k raw taearee tn, 

Hrt-6m<rr* brtfmt m»ht> jfMf mOm mi /iQ I t * Jmtkmmlan - 

Pbuknula«lH.CrerCttbHiMmlM 
to tUt wiM or ti— pm ■■ ting of Ararat paid attar 
U— ora 4 iMr. 'Caavreari— Aureal Rat f. Ut Cta 
Fmaaenqr 4t — Htedi mm feaMA) uarAccnia. • 
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CROSSWORD 


No.7,603 Set by GRIFFIN 



ACROSS 

l Spa hotel needs informa tion 
on gag (8) 

5 Outside, at a pit, is subdued 

(6) 

10 Celebrations of note, unfor- 
tunately ( 5 ) 

11 Write number whQe going 
round mountain range (9) 

12 Mr Goliath Turner, mathe- 
matical exponent (9) 

is ModdX poffiibIypiz»fiff(5) 

14 Finn giving place to youth 
leader (6) 

15 Magazines containing estab- 
lished roams for hire (7) 

18 Row during pointless golf 
dub ceremony (7) 

20 Mom also runs schools (6) 

22 Pick up tip around mid-af- 
ternoon (5) 

24 Exactly like dialect in 
broadcasts (9) 

25 Exterior water pipes accept- 
able in sheds? (9) 

28 Repugnant untruth in 
article (5) 

27 One of the little people 
upset s pries t (6) 

28 Since travelling is carrying 
brown case (8) 

DOWN 

1« 2 What people very much 

enjoying watching trapeze 

artists are? (63) 

3 An often high-level military 

viewpoint? (11,4) 


4 When in Ely thrive the dpt- 
ft «i«Jy (7) 

6 “revocable document whick 
bookmaker signed? nsa v 

bottom of vase (5) 

8 Reveal front door is shut i 

9 In the begumixur 

appeared m 

17 bSS® fll ™’ Sflonnaer!!B 

w lSSySm a: ' 1W!t « iri ’' 

21 551?}% end, pierce 

bofl and look < 5 ) 

23 Moving street soag en w 
around (5) 

Solution to Puzzle No. 7^92 
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E COMPOSITE PRICES 
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This survey will be read in 160 countries through lout the 
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The FT proposes to 
publish this survey on 
27 August 1991 
and it will be 
distributed to 160 
countries worldwide. 
If you want to reach 
this important 
audience, call Louise 
Hunter on 071 873 
3238 or fax 071 873 
3079. 
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AMERICA 


Dow torn between fall in 
orders and higher bonds 


Wall Street 

SHAR£ PRICES were little 
changed yesterday morning: as 
the market struggled over how 
to respond to bad news on the 
economy but good news on 
long-term interest rates, torites 
Patrick Harverson in New York. 

By 1pm the Dow Jones 
Industrial Average was down 
5.81 at 2,977.42. The more 
broadly-based Standard & 
Poor's 500 was equally 
becalmed, rising just 0.45 to 
379.87 by 1 pm. the Nasdaq 
composite of over-the-counter 
stocks eased 0.51 to 489.14, and 
turnover on the New York 
Stock Exchange was 97m 
shares. 

The bad news came In the 
form of a totally unforeseen L6 
per cent decline in June dura- 
ble goods orders. The market 
had been expecting a rise In 
orders during the month. More- 
over, May's estimate of a big, 
34 per cent increase in orders 
was recalculated as two per 
cent. Although the figures 
raised doubts over the strength 
of the current economic recov- 
ery, they also gave a boost to 
bond prices, which in turn 
forced down long-term interest 
rates. It was this two-way poll 
on investor sentiment that left 
the market stranded yesterday. 

ASIA PACIFIC 


Among individual stocks, 
McDonnell Douglas dropped 
51% to 551% on reports that a 
serious cash flow problem had 
forced the defence manufac- 
turer to ask the Pentagon for a 
$lbn advance payment on con- 
tracts. 

Another big decline was 
posted by Avon Products, 
which tumbled 53% to 544% in 
active trading after the com- 
pany reported second quarter 
profits which were above year- 
ago earnings but below market 
estimates. An even worse per- 
former was Pansophic 
Systems, down $2%, or 20 per 
cent, at $8% in response to a 
warning from the software pro- 
ducer that it would report a 
loss on lower revalue for the 
first fiscal quarter ending July 
31. 

Bankers Trust gained $1% at 
557% after Mr George Salem, 
analyst at Prudential Securi- 
ties, raised his earnings esti- 
mate for the New York bank- 
ing group and upgraded his 
comment on the stock from a 
“hold" to a “buy". Other bank 
stocks were mostly firmer, 
with Chase Manhattan op 5% 
at 519%, Citicorp 5% higher at 
515, Chemical up 5% at 525%, 
and Manufacturers Hanover, 
Chemical's partner in the up- 
coming merger, 5% higher at 
528%. 


Exxon rose 5% to 558% on 
turnover of %m shares after 
reporting a small rise in sec- 
ond quarter earnings to 90 
cents a share. Minnesota Min- 
ing and Manufacturing, which 
warned of weak second-half 
earnings on Tuesday, fell 
another $1% to 187%. 

RJR Nabisco foil 5% to $11% 
after the food and tobacco 
group announced profits of 
579m in file second quarter. Its 
biggest rival, Philip Morris, 
responded positively to the 
news, rising 5% to 566%. 

Canada 

TORONTO stocks tumbled in 
slow midday trade on concerns 
about second quarter gamiwga 
The composite index lost 8.6 to 
25263. Declines led advances 
by 248 to 160 in volume of 
n.gpi shares. 

Among Die most active 
stocks were Canadian Pacific 
which fell C$% to CS19%, 
Royal Trustco off C$% at C$9% 
and Verity Corp which was 
hardly changed at C$235. Lald- 
law 6 shares were steady at 
C$13 %. 

In wirK-s and Lac Miner- 
als was unchanged at C$10% 
while American Barrick was 
down C$% at C$26%. Placer 
Dome traded at 0515%, down 
C$%. 


Nikkei rises 2.3 per cent 
on falling interest rates 


Tokyo 

JAPANESE equities advanced 
on arbitrage-related buying, 
encouraged by firmer futures 

E rices and failin g short-term 
iterest rates, writes Emiko 
Terozcmo in Tokyo. 

The Nikkei average closed at 
the days high of 23,297.47, up 
538.49 or 2.3 per cent, after a 
day’s low of 22,779.02 at the 
opening. Volume rose to 260m 
shares, but most investors 
remained inactive ahead of 
today's discnssions at the 
House of Representatives 
finance committee concerning 
the recent stock scandals. 

Advances outnumbered 
declines by 785 to 173, with 147 
issues unchanged. The Toplx 
index of all first section stocks 
added 28.59 at 1,815.21, 
although in London the ISE/ 
Nikkei 50 index gained just ail 
at 1389.69. 

The overnight unsecured call 
rate has fallen for two days in 
a row on liquidity injections by 
the Bank of Japan, and closed 
yesterday at 7.375 per cent, 
down from 7.4 per cent on 
Tuesday. The three-month CD 
rate declined from 75 per cent 
to 7.43 per cent Money market 
operators said that the central 
bank's easing of short-term 
interest rates was aimed at 
supporting the faltering stock 
and bond markets. 

- The yield on the 129 10-year 
benchmark bond closed at 
6.705 per cent, down from Tues- 
day's close of 6.72 per cent. 
Stock market participants said 
hopes of an imminent discount 
rate cut generated excitement 
among bargain hunters and 
arbitrageurs. 

Interest rate-sensitive stocks 
firmed. Large-capital issues 
such as Nippon Steel rose Y6 
to Y415. while insurance com- 
panies were also strong with 
Tokio Marine & Fire up Y60 to 
YL240. 

High-technology shares rose 
on buying by foreign investors. 
Hitachi put on Y10 to Y1J.40 
and NEC gained Y20 to Yl, 450. 


Mitsubishi Materials, the 
most active issue of the day, 
gained Y28 to Y630. It rose on 
expectations that selling pres- 
sure on the stock will ease as 
investors who had bought on 
margin daring the February 
rally would have squared their 
positions by the six-month 
margin trading deadline. 

Power suppliers gained 
ground on prospects of strong 
demand for electricity due to 
the hot weather. Tokyo Electri- 
cal Power rose Y110 to Y3.610 
and Tohoku Electrical Power 
Y120 to Y2£9Q. 

Sapporo Breweries moved 
ahead Y30 to YL210 on reports 
that the company's operating 
profits are expected to rise 49 
per cent in the current year. 
Other brewers were also stran- 
ger, with Erin Brewery up Y40 
to Yi, 490. 

In Osaka, the OSE average 
gained 336.68 to 25,877.37 on 
volume of 2l.7m shares. Nin- 
tendo, the games company, 
rebounded Y500 to Y13J00 on 
bargain hunting. 

Nissho, the medical equip- 
ment maker, appreciated Y90 
to Y2.000. Traders said the 
price was being supported 
ahead of the company’s 
SFrlOQm warrant bond issue at 
the end of the month. 

Roundup 

TOKYO'S gain made little 
impression on the Pacific Rim 
markets yesterday. 

HONG KONG closed well off 
its highs In a session shortened 
to just one hour by Typhoon 
Brendan. The Hang Seng Index 
rose nearly 40 points at the 
start on news of a US Senate 
vote that appeared to herald an 
unconditional renewal of 
China’s Most Favoured Nation 
trade status. 

The index receded to finish 
18.95 ahead on balance at 
4,028.77, still registering its 
third record closing high in 
four days. Turnover fell to 
HK $l-19bn from HK$L68bn. 

AUSTRALIA was supported 
by strength in the futures mar- 


ket and hopes of an interest 
rate cut The All Ordinaries 
Index ended at 15723, up 2.0, 
in turnover of A$419m, against 
A$213m. Volume was domi- 
nated by Goodman Fielder 
Wattie, whose wholly-owned 
subsidiary Barcora sold 9.2 per 
cent of Goodman Fielder's 
shares for around AS168m. 

Pacific Dunlop shed 4 rants 
to A55.14 on concern about an 
impending rights issue to fund 
its proposed takeover of Peters- 
viHe Sleigh. 

NEW ZEALAND closed off 
its early lows, the NZSE-40 
Index finishing 14J5 down at 
1,446.97 after 1,441. Turnover 
decreased to NZ$31-2m from 
NZ$43.9 hl 

TAIWAN made its largest 
one-day gain in nearly six 
weeks. The weighted index fell 
to a low of 4,781 in volatile 
trading before surging a net 
18233 or 08 per cent to dose at 
5,005.91. Turnover expanded to 
TS2334bn from T$1939bn. 

MANILA was concerned by a 
lack of liquidity. The compos- 
ite index riled 6.74 to 1,083-60. 
JAKARTA rose 23 to 327.8 in 
active trading after finance 
minister Mr Johannes Sumar- 
Hn urged banks to lower inter- 
est rates. BANGKOK was 
encouraged by positive govern- 
ment statem ents on the econ- 
omy and the SET i nd** gained 
1157 to 720.43. 

KUALA LUMPUR was sub- 
jected to profit-taking. The 
composite index slipped 064 to 
601.28 in turnover of M$l07m, 
after Mfllfim. SINGAPORE 
closed mixed. The Straits 
Times Industrial index edged 
up 238 to L50L33 but dedtoes 
outscored advances by 158 to 
60. Volnme shrank to 
S$l0538m from S5m2Dn; 

BOMBAY advanced 235 per 
cent after the government 
announced a radical new 
Industrial policy which abol- 
ished licensing approval for 
most projects and raised the 
equity limit for foreigners in 
Joint ventures to 51 per cent 
from 40 per cent. The BSE 
index rose 4035 to 1,459.66. 


Brussels equity initiative slowly worn away 

Aggressive government bond marketing has hit Belgian shares, writes Andrew Hill 
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I N THE FIRST quarter of 
this year the new BeI20 
w eighted frnflAT of Belgian 
stocks signalled a revival of 
interest in toe Brussels equity 
market, as it rose more than 20 
per cent from its base of 1,000 
on January L 

The rise, however, has not 
been sustained. In the second 
quarter, toe Bel20 fen 23 per 
cent, against a 1% per cent rise 
in Europe ex the UK, cm the 
FT-Actuaries World indices; for 
the first half, Belgium was run- 
ning a fraction behind the 
Europe ex UK average. 

This process of depressing 
erosion has continued in July. 
At the end of Tuesday's trad- 
ing - the first after the long 
weekend for the Belgian 
national holiday - the Bel20 
had scored its sixth decline in 
succession for a fall of 22 per 
cent on the month. Yesterday 
it extended the sequence, slip- 
ping L81 to 1/13411 

What happened to the opti- 
mism of the first quarter? The 
bourse then appeared to be ridr 
ing a wave of government-in- 

Bids aid 

Sweden’s 

recovery 

By Robert Taylor in 

Stockholm 

SWEDEN enjoyed a 30 per cent 
rise in share prices during the 
first six months of the year and 
a 20 per cent improvement in 
equity turnover, according to a 
stock exchange report 
This was the best perfor- 
mance of any European bourse 
so for in 1991 and it represents 
a strong revival after last 
year’s downturn, one of the 
worst in Stockholm's history. 
The stock exchange said its 
renewed strength was due 
mainly to two major business 
deals - the acquisition by the 
Swiss liquid packaging group 
Tetra Pak of Alfo-LavaL the 
dairy and food processing 
equipment company, and the 
Wallenberg family's decision to 
acquire all the shares in the 
auto group Saab-Scania. 

The upturn also reflects 
growing foreign interest in 
Swedish shares, especially 
since the decision to link the 
Swedish krona to the European 
Currency Unit on May 17. Dur- 
ing the first five months of the 
year foreign investors acquired 
SKr3.8bn worth of Swedish 
shares, compared with only 
SKrLZbn for the whole of 1990. 
Foreign clients increased their 
share of bourse turnover to 13 
par cent in the Aprll-May 
period, compared with 10 per 
cent in the first quarter. 

The number of listed compa- 
nies has fallen from 73 to 56 
due to mergers and acquisi- 
tions. There has also bran a 
greater concentration of turn- 
over in a smaller number of 
companies. During 1990 the 10 
most traded companies 
accounted for 66 per cent of 
business, rising to 80 per cent 
in the first half of 1991. 

Swedes have become more 
cautious about acquiring for- 
eign shares. Net purchases fell 
to SKr4bn in the first five | 
months from SKrl4bn in the 
same period of 1990, while 1 
turnover in this area declined : 
to SKr44.7bn from SKr49-2bn. 

SOUTH AFRICA 

WEAKER bullion prices and 
political uncertainty pushed 
Johannesburg lower in ner- 
vous trading. The all-gold 
Index dropped 30 to 1*318 and 
the industrial index lost 21 to 
3360. The all-share Index fell 
42 to 3,411. 
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spired reforms aimed partly at 
drawing domestic investors 
back into the stock market; the 
irony now is that the govern- 
ment itself is partially respon- 
sible for the drop in volume. 

“Real Interest rates are so 
high that fixed-income securi- 
ties are more attractive, “ 
points out one Belgian broker. 
More to the point the recent 
clutch of government bond 
issues has been aggressively 
marketed, overshadowing the 
attractions of new stock mar- 
ket vehicles such as the Sicavs 
(societds d’investissement k 
capital variable), which allow 
investors to roll up dividend 
income, free of tax. Withdraw- 
als have continued from the De 
dercq funds, the outmoded 
Belgian equity ftrnds, despite 
their elevation to SHcoo status. 

An analyst commented: 
“There has been a certain 
amount of crowding out by pri- 
vate issues of government 
bonds directed at private indi- 
viduals: the banks [which help 
market bond issues] have not 
really wanted to stand in the 
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way of the finance minister.” 

News late yesterday that the 
Finance Ministry planned to 
scrap corporate tax benefits, 
using a tiny cut in the base 
rate of corporate tax to 38 per 
cent from 39 per cent as a 
sweetener, could be another 
dampener for the stock market, 
even though the move was not 
entirely unexpected. 

Equities are also suffering 


from the general anxiety about 
the direction of interest rates 
in Germany. “Overall, what- 
ever the incentives [to invest 
in' Belgium], uncertainty about 
where interest rates are going 
to pull you is going to hud 
back the market," says one 
broker. 

Market liquidity, a perennial 
problem for Brussels, improved 
in die second quarter following 
the exercise of warrants in 
Groupe Bruxelles Lambert, the 
holding company, and Petro- 
fina, the ofi group, which 
increased the latter’s share 
capital by BFr9.19bn in May 
through warrant conversions. 
DQlon Read, the London bro- 
ker, estimates that the second 
quarter saw BFrZGbn of new 
equity injected into the mar- 
ket, but that is unlikely to be 
repeated during the rest of the 
year. 

As Mr Sebastian Scotney of 
Dillon Read puts It There is 
no problem about the supply/ 
demand balance - it Is a ques- 
tion of whether profits are 
coming.” 


Such considerations may 
deter investors from exploring 
further the prospects of the 
cyclical stocks which make up 
a large proportion of the Brus- 
sels market At the beginning 
of the year, they bought cycli- 
cal in the hope of a recovery 
in earnings, which has yet to; 
materialise. 

Some Belgian analysts 
believe that it could be 1982 
before results from the cycli- 
cal/; meet inflated market 
expectations. For the time 
being they prefer the more reli- 
able of supermarket 

chains such as QP * . Delhaize 
and Colruyt 

In any case, most investors 
will now wait until the Septem- 
ber company reporting season 
for a foil diagnosis of the 
health of corporate Belgium, 
and cautious Brussels brokers 
think it may be October before 
the market starts to shift 
a gain. By then, the dead calm, 
of the Brussels bourse may 
already have been broken by . 
the political squalls ahead of 
the Belgian general election. 


Inflation fears weigh on D-Mark bloc 


INFLATION considerations led 
to a bout of nerves in the 
D-Mark bloc yesterday, writes 
Our M arkets S taff. 

FRANKF URT calculated that 
inflation rates of 43 and 43 per 
cent in Baden- Wfirttemberg 
and North Rhlne-Westphalia 
were about &2 of a point ahead 
of expectations. This looked 
marginal but so did another 
rise of four basis points, to 838 
per cent, in the Bundesbank’s 
average bond rate. 

The consequent strengthen- 
ing of interest rate speculation 
left the DAX index 1L25 lower 
yesterday at 1,621.69, after a 
feu of 299 to 67739 in the FAZ 
at midsession. Volnme rose 
from DM33bn to DM3-6bn. 

BMW’s return to favour con- 
tinued with a DM830 gain to 
DM50530, while Daimler and 
Volkswagen fell DM7.50 to 
DM74330, and DM4.50 to 
DM365 respectively. However, 
losers were more prominent 
with Katrfho f down DM12L50 
to DM46030 in retailing, RWE 
and Veba by DM6 to DM37430 
and DM4 to DM34130 in utili- 
ties, and general weakness in 
the engineering sector. 


ZURICH waited nervously 
for today's inflation data from 
the city of Basle, viewed as a 
sign of price trends in the 
country at large. In the interim 
the Credit Suisse index 
dropped 3.5 to 543 3 in light 
trading. 

AMSTERDAM was depressed 
by the weak dollar and an 
easier domestic bond market 
The CBS tendency index dosed 
0.6 lower at 942. 

DOLAN was lifted by expec- 
tations that more banks would 
revalue their assets but vol- 
ume stayed thin, estimated at 
near Tuesday's L69bn. The 
Comit index rase 431 to 574.03. 
Banca Commercials jumped 
L145 or 32 per cent to L4.670 
after announcing late on Tues- 
day that it was revaluing the 
book value of its assets by 
L3.4tm. 

In telecommunications Stet 
put on 27 per cent or 136 to 
L2.095 while Sip added L32 or 2 
per cent to LI, 155- A faetter- 
than-expected reception to its 
initial placement of savings 
shares has prompted hi, Stet’s 
parent, to place an additional 
173m shares, raising the total 
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to L3443bn from L31335bn. 

PARIS rose on the first day 
of the August account. The 
CAC 40 index closed at 1,778.07, 
up 9.14, hut off the day’s high 
of 1,78530. Volume was esti- 
mated at FFrL7bn after Tues- 
day’s FFr3. Q8bn, Infla ted by 
end-account transactions. 

The day’s biggest loser was 
Institut Merieux which fell 93 
per cent or FFr420 to FFr3350 
with 3340 shares traded on 
news that its Imuthiol anti- 
Aids drug had shown poor 
results in tests and was being 
withdrawn. Investment certifi- 
cates in its parent Rhone-Poul- 
enc eased FFr280 to FFr358.70 
though analysts said Merieux 
only accounted for a small por- 
tion of its profits. 


The building sector was 
active, with Lafarge adding 
FFr730 to FFr35230 and Saint- 
Gobain up FFr7.10 to FFr46030, 
though there were no reasons 
for the rises. Analysts noted 
that Lafarge was near its 
year’s low. 

MADRID slipped on profit- 
taking, turnover dropping from 
some PtalSbn to Pta&5tm as 
the general index closed L94 
lower at 268.64. However, 
Banco Popular closed Ptal30 
higher at Ptal2420 on takeover 
prospects. 

ISTANBUL fell 13 per cent, 
again on interest rate fears. 
Tne 75-share market index 
ended at 3,081.75, down 5621, 
the lowest dose since January 
10 . 


BUSINESS LAW 


New VAT regime beckons 

By Dominic Taylor 

A year ago, while the matic e x c hange of information; vices through one or more “all business is fraud” 
politicians were still and spontaneous assistance. countries accrues to an unen- This isolationist a 
posturing over eco- This is not merely a frame- titled person". should not ho rawi«i i 


A year ago, while the 
politicians were still 
posturing over eco- 
nomic unity for Europe, the 
bureaucrats in Brussels were 
busy building more of the foun- 
dations for a common Euro- 
pean fiscal adminis tration. 

This came as no surprise to 
those familiar with the grow- 
ing predominance of European 
law and practice in Indirect 
taxation and particularly in 
value added tax law. 

The process by which the 
Community extends Its influ- 
ence has by evolution or 
design come to resemble very 
closely British 19th century 
colonial policy, under which 
member states find that their 
administrative territory is 
gradually annexed by Brussels, 
apparently for their own good. 

What the European Commis- 
sion proposed was, on the face 
of It, eminently sensible. If we 
were to have a Europe without 
tax frontiers and a unified 
value added tax and excise 
doty system, we should also 
have closer co-operation 
between the administrations of 
each country. This would pro- 
duce a unified approach to the 
indirect taxes, easier adminis- 
tration of cross-border transac- 
tions, and less scope for fraud 
and evasion. 

The legislation considered 
necessary for this purpose has 
now passed through the sub- 
stantial processes of the Euro- 
pean legislature and awaits 
final Council approval to be 
effective from new year 1992 
But will it achieve the desired 
result and, more importantly, 
is tins particular piece of legis- 
lation wholly necessary or 
desirable at the present stage 
of European development? 

The proposal is for a regula- 
tion laying down the condi- 
tions under which member 
states will afford each other 
information and assistance, 
particularly in controlling 
VAT. The regulation is gener- 
ally mandatory in tone (that is, 
it allows little discretion to 
member states), although it 
does limit demands on one 
state by another to what can 
legally be supplied under the 
laws of the responding member 
state. 

Apart from that limitation, 
however, the regulation is 
framed with a strongly permis- 
sive bias allowing extensive 
scope for action in any particu- 
lar category. Those categories 
include: general provisions for 
administrative co-operation; 
assistance on request; auto- 


matic exchange of information; 
and spontaneous assistance. 

This is not merely a frame- 
work within which tax authori- 
ties can seek assistance to pur- 
sue tax defaulters across 
borders. The proposed regula- 
tion states that "member states 
shall, together with the Com- 
mission, constantly monitor 
the cooperation procedure and 
shall pool their experience 
with a view to improving such 
cooperation and, where appro- 
priate, drawing up a body of 
rules". 

That body of rules is to cover 
not only matters such as the 
method of verifying transac- 
tions but also the amendments 
to Community law needed to 
end perceived abuses. There 
can be no doubt that the inten- 
tion is to form the basis for a 
European VAT control system 
with a central policy. 

It is true that the Advisory 
Committee to the European 
Parliament, ECOSOC, was 
highly critical of the form of 
the proposal, but this turned 
out to be merely a small mercy 
for which we shall need to be 
grateful. 

The Co mm ission was appar- 
ently not minded to respond 
significantly to such objections 
other than by making cosmetic 
changes to the regulations and 
by establishing an advisory 
committee to record its opin- 
ions and those of member 
states on the development of 
procedures. 

The question is; Are we pre- 
pared for the way in which this 
ambitious project of the Com- 
mission may work in practice? 

The proposed regulation 
works on a number of different 
levels, from the practical 
method for exchange of infor- 
mation to the formation of gen- 
eral policy on tax administra- 
tion. Threaded through those 
provisions is a general require- 
ment on member states to pro- 
vide mutual assistance without 
prior request, in the form of 
information on particular tax- 
payers and transactions, where 
the competent authority con- 
cludes that “taxes have V*cti or 
be evaded or avoided for any 
reason whatever". 

For instance. Article 13 
requires information to be for- 
warded to another member 
state where there are “grounds 
for supposing that there may 
be a loss of indirect tax in the 
other member state" or there 
are “grounds for supposing 
that a saving of indirect tax 
resulting from artificial trans- 
fers of supplies of goods or ser- 


vices through one or more 
countries accrues to an unen- 
titled person”. 

It is surprising to find a reg- 
ulation having direct and une- 
quivocal effect in member 
states, which requires specific 
action from the national 
authority merely on the basis 
of that authority’s subjective 
view of events. 

In the Europe of 1992 there 
will be many complex but per- 
fectly legitimate transactions 
undertaken by businesses 
organising international joint 
ventures, whose novel nature 
may well he misunderstood or 
misapprehended by fiscal 
authorities. 

The lack of any demand for 
objectivity in determining 
what is or is not legitimate 
business activity rather than 
tax avoidance, is likely to 
cause as many problems for 
Community trade as do the 
present tax frontiers. It means 
also that businesses have no 
law to which they can directly 
refer if they feel that they have 
been unjustly selected for 
investigation. 

It is Curiously enli ghtening 
to consider that, while we are 
constructing the single market 
to w estern Europe, the former 
communist bloc is desperately 
trying to dismantle the restric- 
tive structures built up over 
decades of central direction. 

The Commission's regulation 
on administrative cooperation 
panders to some of the worst 
instincts of different national 
tax authorities in order to hind 
them together. It can only be 
concluded that it is ignorance 
borne of a lack of communi- 
cation which has provided the 
fertile ground on which such 
instincts flourish. 

The UK has an admirable 
record in keeping its Civil Ser- 
vice separate from commerce 
and free of undue influence 
and corruption and this prac- 
tice was extended overseas to 
provide a comparatively 
benign colonial administration 
when it was an imperial power. 

However, that tradition has 
also served to alienate civil ser- 
vants from the rest of the pop- 
ulation and seems particularly 
evident in relations between 
toe business community and 
Customs and Ryffeg 

The damage done by the con- 
sequent lack of understanding 
is extensive. Faced with the 
inquiries of a suspicious VAT 
control officer, many taxpayers 
wild be forgiven for thinicfri g 
mat there was a widespread 
belief in the department that 


“all business is fraud”. 

This isolationist attitude 
should not be carried into the 
complex bu s i n ess envi ronmen t 
of the Community, but there is 
at present every sign that it 
will be and that it will find 
support in the views of other 
administrations. 

Business deals are unlikely 
to become less complex as they 
cross borders and that growth 
in complexity is bound to cre- 
ate In the minds of tax authori- 
ties greater “grounds for sup- 
posing" the existence of tax 
avoidance, particularly where 
trading groups are being 
formed. 

For those acquainted with 
the problems of clear i ng com- 
plex property or financial 
transactions with Customs ami 
Excise in the UK, the possibil- 
ity of having to deal separately 
(or simultaneously) with 
another European authority, 
whose suspicions have unjusti- 
fiably been aroused by received 
reports, is a daunting prospect 

Such potentially restrictive 
ad min istrative practices cam-, 
not provide the proper environ- 
ment for free trade between 
member states. There are 
already sufficient problems in 
creating a value added tax sys- 
tem which can be applied 
equally through all the laws 
and practices of the different 
member states. 

However great may be the 
desire of the European Com-'- 
mission to ensure unified con- 
trol of a unified tax, this is not 

SwJv frP procedures 

wmch may perpetuate present 
jratdated practices and atti- 

Rather we should be aiming 
for toe most flexible adminis- 
tration until new patterns of 
trading emerge and suitable 
fonnsof control can be ascer-. 

in the meantime we should- 
jjseckmg to integrate tax 
a dmmistrafion with the busi- 
ness community by a for ' 
greater interchange of infonna- 
and. personnel between the ' 
is presently the case. 

. suggestion may cause 
““5* 1 .nervousness on both 

“d results - 
win take time to appear. None- . 
thri fts, tf the law and the ;- 
administration of tax are not to 
Jjecome farther divorced from 
-reamy.and more impractical it ’ 
ktifo only viable course of ' 
action. ' • " 

The author is senior tax mart- ' - 

Moms Crisp. 
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